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Defend Our Seas With Our 


FREEDOM CANNOT BE 
By HENRY L. 


Over radio from Washington, 


radio audience: You will 
as to the personal position 


ADIES and 


Cx se a 


gentlemen of the 
word of preface 
from which I speak. “foday 1 am being called a war- 
wer by some of those who Oppose our present efforts at 
mal defense. As a of fact, for years after 
both as a private citizen and as Secretary of 

| labored with my full strength for the establishment 
among the nations, under which their con- 

judicial methods instead of 


matter many 


fa reign of law 
troversies should be settled by 


‘There was a time when such a movement semed full of 
pe. ‘loday that time has passed—temporarily, we trust— 
id our hopes of peace have been dashed by international 
‘The world is facing so great a crisis that all 
our efforts must be turned toward the detense of our nation’s 
uety. For that reason tonight I am speaking of that crisis 
ind of our defense in meeting It. 

In 1933 a group of men under the leadership of Adolf 
Hitler obtained possession of the government of Germany 


Mr. Hull our 
tary of State, has recently well described the methods of 
those men as the methods of barbarism. Both within and 
without Germany they have set back the clock of time more 
than five centuries. They have embarked on a scheme of con- 

is avowedly intended to be world-wide. 


vression, 


nd overthrew the German republic. Secre- 


quest which 
Micut BAsep oN Forcep LABOR 


For that purpose they have built up in secret an immense 
military machine forced labor of 
They have already attacked, conquered and occupied Austria, 
Czecho-Slovakia, Poland, Norway, Denmark, Holland, Bel 

tum, Luxembourg, France, Rumania, Hungary, Bulgaria 
ind Yugoslavia, and have reduced the people of these thirteen 
. to a condition of semi-slavery to the Nazi despotism. 
attached to their Axis her na- 
by the same purpose 


based on the Germany. 


countrie 
They as vassals two ot 


of military 


hay ec 


nated conquest 


SAVED WITHOUT 
STIMSON, Secretary of War 


SACRIFICE 


May 6, 1941 


Italy, guilty of unprovoked attacks upon Ethiopia, Albania 
and Greece; and Japan, guilty of a similar attack upon her 
neighbor, China. By this conquest they have destroyed the 
Western civilization which has been slowly building up in 
Europe ever since the Dark Ages. 

We are so close to these sudden happenings that we can 
hardly yet realize the havoc which has thus been wrought 
both within and without the national boundaries of that 
unhappy continent. 

For example, for many centuries humanity has slowly been 
building up the rule of individual freedom in all its various 
manifestations ; freedom of the person, including the abolition 
of serfdom and chattel slavery; freedom of the mind, includ- 
ing the freedom to think and to talk and to write with our 
fellows freely; freedom of enterprise in our business and 
commerce; freedom to travel about the world with ever- 
growing liberty; and, finally, the crowning freedom of all, 
political freedom in respect to the choice of our governments. 

This growth in freedom had been so long and so steady 
that we had come to believe it was soon to be the recognized 
system of the whole world. All at once it has been dashed 
aside and trampled on by these Nazi rulers who are propos- 
ing to establish a world order in which they shall be the 
masters and the people of all other nations their slaves. 


RULE OF THE GESTAPO 


They have left no such thing as individual rights of liberty 
within their territory or international rights of independence 
without their territory. Both domestic and international law 
have gone down under their blows. For the rule of law they 
have substituted the rule of the Gestapo, that secret police 
under whose malign terrorism no vestige of personal free- 
dom is safe. 

This is the new, 
today. 
order. 


the so-called new order which we face 
It has openly announced its hostility to us and to our 
It has ben steadily encircling our Western World. 
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Its advance agents are already busy among the republics to 
the south of us building strategic airlines through vital por- 
tions of that continent and creeping up toward our Panama 
Canal. Its armed forces are threatening West Africa, looking 
toward a jumping-off place within easy reach of the Brazilian 
coast. Its propagandists are already vigorously active among 
our own population. 
Hitler and his military associates have seized their oppor- 
tunities with uncommon skill. They have used their power 
to inculcate into the plastic minds of a whole generation of 
and reactionary doctrines of racial intol: 
erance and hatred of other men. ‘They have taken advantage 
of modern science to develop in secret, while other nations 
slept, a mechanized striking force of unprecedented power. 
They have used every method of duplicity and of propa- 
ganda to surprise their victim nations with sudden attack. 
They now arrogantly confront the world, including our- 
selves, with the alternative of abject surrender or uncompro- 
mising forceful resistance. 

Now, I cannot recall that the United States throughout 
its history—even when it was small and weak—has ever 
yielded to such a demand. Let us see whether there is any 
need of changing our policy now. 

In the first place, this so-called new order of Hitler is not 
new ; and it has not and never will create order in this world. 
Hitler’s regime of brutal lawlessness is merely one of those 
temporary reactions which have occurred at intervals dur- 
ing all of man’s long history of progress upward. Since his 
origin millions of years ago ambitious men have many times 
attempted a world-wide conquest over the liberties of their 
fellow-men. But they have never permanently succeeded, and 
they never will. 

Hitler has taken advantage of the discontent of a troubled 
post-war period to impose his rule upon a docile-minded 
nation which has more than once temporarily yielded its love 
of liberty to an efficient autocrat. His rise has been facili- 
tated by many an accident which might easily have been 
prevented. Many an unwary sentinel of liberty has been 
caught napping at vital moments. 

But as has always happened before, the progress of man 
along the path toward freedom will be taken up again and 
carried forward with new spirit and with fresh knowledge 
acquired by the unhappy experiences of the past. ‘To be 
frightened into a belief that Hitler had created a new and 
permanent world order would be as naive as it would be 
cowardly. 

In the next place, let us examine the strategic conditions 
which must govern our defense against an admittedly seri- 
ous danger, albeit it is only temporary. 


vouth the abhorrent 


ConTROL OF OcEAN DEFENSES 


The people of the United States have been greatly blessed 
by the geographical conditions of their homeland. “wo broad 
oceans lie to the east and west of us, while north and south 
there are only friendly nations, of whose intentions and 
power we have no fear. Thus the instinct of our people in 
regard to their ocean defense is a sound instinct. There is 
great possibility of protection in the fact that we have the 
Atlantic Ocean between us and Europe, and the Pacific 
Ocean between us and Asia. 

So long as those two oceans are under our own or of 
friendly control their broad waters constitute an insuperable 
barrier to any armies which may be built up by would-be 
aggressive governments. But that condition of friendly con- 
trol is imperative. If it should be lost, the oceans over- 
night would become easy channels for the path of attack 
against us. 

The development of modern air power greatly intensifies 


° 1} ¢ ] ¢} n It ) nak 
this necessity of friendly control of the oceans. It now makes 
It mecessary Tor us te con Ww ‘ the ¢ hes of 
( } id cent to ou wn sh b i if en e reacn of ti 
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Ish alr Dase@s WITHIN STTIK distance OF the yvrea mau 
cities which now fill our countr 

And the only way in which we then could prevent this 


would be the intolerable method of ourselves maintaining 


armies large enough to command the areas of our continent 
for thousands of miles beyond our own borders. Such a con 
dition would at once transform the good neighbor relation: 
which now prevail throughout the American republics inte 
the same abhorrent system of forceful domination which we 
are seeking to keep out of this hemisphere. 

In short, to the nations of America, friendly control of 
the surrounding oceans is a condition of the reign of free 
dom and mutual independence which now prevails in that 
continent. 

PROTECTION BY BritisH Navy 

For over one hundred years the control of the Atlantic 
Ocean has been exercised by the British fleet. By the Wash- 
ington Treaty of 1922 Great Britain voluntarily consented 
to parity between her fleet and ours and thus voluntarily 
admitted us to an equal share in that control of the ocean. 

The significant feature to us of this century-old condition 
has been that a country speaking our language, possessing 
our traditions of individual and legal freedom, and inhabited 
by a population from which considerably more than SO per 
cent of our own population is descended, has been accepted 
by us as a dominant factor in the ocean defense upon which 
our safety and mode of life depend. 

During that century we have accommodated our whole 
method of life to that situation. We have maintained no 
large standing armies. We have built populous cities upon 
our seacoast which are easily vulnerable to attack from thi 
Atlantic Ocean. We have, in short, adopted a mode of na 
tional life which is dependent upon the continuance 
power of which we ourselves feel in no apprehension. 

‘Today that situation is gravely threatened. ‘he British 
Isles, which have been a fortress against any despotic ay 
proach to our shores through the northern reaches of the At 
lantic, are threatened both by attacks from the air and block 
ade from the sea. If their government should fall either from 
starvation or from attack, the British fleet, if it survived at 
all, would have no adequate base for its continued operations. 

lf the British Isles should fall, all of the great shipyards 
of Britain would pass into the hands of the aggressor nations 
and their maritime shipbuilding capacity, thus augmented, 
would become six or seven times as large as our own. Under 


Ia sea 


such conditions our own fleet would manifestly be quite un 
able to protect the Western Hemisphere from the overwhelm 
ing seapower which would then confront it. 

Even today its tonnage is exceeded by the combined ton 
nage of the Axis powers and, with the enormous preponder 
ance in building capacity which they would then have, com- 
mand of the entire seas surrounding us would in time ine 
itably pass into their hands. 

Furthermore we have only just begun to build up our 
military and air defenses. At least a year will pass befor 
we can have an Army and an air force adequate to meet 
the air and ground forces which could be brought against 
us if the control of the seas passed into Axis hands. 

‘Ten months ago we began to build up those air and ground 
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the efforts of the British Navy, it can ren- 

ft the oceans, North and West and 

East, which surround our continent. In that wav it can help 
to hold in check the onward rush of the tide of Nazism 
until the other defense forces of all of the democracies are 
completed. ‘This would eventually and permanently confine 
ry forces of despotism until the virus has run its 
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On the other hand, if our Navy's assistance should be 
withheld until the power of the British fleet and nation is 
broken, its own power of execution would at once shrink to 
but an impotent fraction of what it could do at the present 
moment. If we should allow the present strategic moment 
to pass until the power of the British Navy is gone, the power 
of our own Navy would become merely a secondary power 
instead of the decisive and winning power in the world con- 
test. Is it conceivable that the American people would allow 
this to happen? 

After the carefully determined course which we have 
pursued until this moment; after the clear statements and 
appeals which have been made by our President in respect 
to the danger which confronts us; after the overwhelming 
response to his appeals which has been made by the Con- 
gress; after we have taken our place definitely behind the 
warring and against nations in 
the defense of our freedom; after providing for billions 
worth of munitions to carry on that defense and while we 
hold in our hands the instrument ready and able to make all 
these steps effective, shall we now flinch and permit these 
munitions to be sunk in the Atlantic Ocean? 

Our entire history shows no precedent to make such a 
supposition credible. Neither the government nor people of 
the United States have ever given occasion to make any one 
believe that such an act of irresponsibility and indecision 
would be possible. 


democracies the aggressor 


Unrestrictep U-Boat WARFARE 


The unrestricted submarine warfare which Germany is 
carrying on in the North Atlantic, sinking ships without 
warning and without the possibility of saving the lives of 
their crews, is not a legal blockade under the rules of marine 
warfare. 

It has never been recognized as such by the United States. 
America’s spokesmen at international conferences have again 
and again condemned it. It was expressly the violation of 
law and humanity involved in unrestricted submarine war- 
fare which in 1917 caused the President and Congress to 
take up arms in defense of the freedom of the seas. 

Today Germany by these same illegal means is not only 
seeking to frighten our commerce and our vessels from the 
Atlantic; she has extended into the Western Hemisphere 
a zone into which she has forbidden us to enter. Hitler has 
not only torn up all the rules of international law but he is 
expanding his lawless activities into our hemisphere. 

Our government is acting with care and prudence. But our 
own self-defense requires that limits should be put to lawless 
agression on the ocean. The President has said that we must 
not allow the steps which we have already taken to become 
ineffective. 

SALVATION IN SACRIFICE 


I do not minimize the danger which confronts us. This ts 
an occasion for grave seriousness but not for gloom or des- 
pondency. I have studied the military potency of the Axis 
powers and I do not underestimate the courage of their men 
in battle. But I also know well the initiative, the ready apti- 
tude and the courage of the men of this country. I have be- 
come familiar with the plans which are being made by our 
military and naval leaders for our defense. Provided that we 
all act with promptness and a united spirit, I have full faith 
in the outcome. 

But I am not one of those who think that the priceless 
freedom of our country can be saved without sacrifice. It 
cannot. That has not been the way by which during millions 
of vears humanity has slowly and painfully toiled upward 
civilization. The men who 


toward a better and more humane 
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suffered at Valley Forge and won at Yorktown gave more 
than money to the cause of freedom. 

Today a small group of evil leaders have taught the young 
men of Germany that the freedom of other men and nations 
must be destroyed. Today those young men of Germany are 


is Is Our 


ready to die for that perverted conviction. Unless we on our 
side are ready to sacrifice and, if need be, to die for the 
conviction that the freedom of America must be saved, it 
will not be saved. Only by a readiness for the same sacrifice 


can that freedom be preserved. 


Critical Hour 


WE ARE BEING BLITZKRIEGED INTO WAR 


By GERALD P. NYE, U.S 
Over radio from Washington, May 7, 


HE floodgates of war propaganda flung wide open 
these last few days, are subjecting the people of our 
country to a frantic verbal whipping. 

America’s Interventionists are on the spot, driven frantic 
by discovery that the people could not be moved by pleas 
for any aid in Europe’s war beyond that which could be 
given without dragging us into the war. 

In this frantic hour the Interventionists are putting the 
people of America on the spot. This week, or these next 
few days, are to determine whether or not America is going 
to be in Europe’s war. 

And the people who determine that are going to be the 
fathers and mothers, the sons and the daughters of America. 
Determination of this critical question rests now upon the 
question of whether the American people will make their 
wishes heard. 


‘BLiITzKRIEG’ ‘TowArp War 


[ cannot believe that there are people listening tonight 
who are not aware of the fact that members of the Presi- 
dent’s Administration and spokesmen for the cause of inter- 
vention are blitzkrieging the American people into this war. 

All possible pressure, accompanied by deception, is being 
brought into play to cause that great majority of the people 
ot our land opposed to going to war, to be fearful, and quiet, 
while the organized Interventionist minority strives to give 
the President reason to believe that there is overwhelming 
public sentiment favorable to our getting into Europe’s war, 
at least with our Navy, at once. 

While the Interventionists and the Cabinet members serve 
as shock troops, tossing their trial ballons, it is anticipated 
that the President will sit back and await tomorrow what is 
the public reaction to these proposals. 

If none but the organized Interventionists pour their 
thought into the White House by letter and telegram now, 
the President may be given reason to say that he is forced 
to convoy by public sentiment. 

If, on the other hand, the American people will continue 
making their minds known, the result that accumulates in 
the White House can only be good. 


PeopLteE UNQUALIFIEDLY Opposep To Convoys 


This verbal blitzkrieg which has prevailed now for a few 
days was precipitated by discovery that the people are un- 
qualifiedly opposed to convoying. The President knew it 
because his mail and telegrams revealed it. Everyone knows 
it who has contact with the people of this country. 

The Interventionists know it and they now find it their 
last chance to drive forcefully and quickly for action which 
cannot be revoked but which will lead America straight to 
war. 


. Senator from North Dakota 
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Lenv-LEASE Bitt Steer ‘Towarp War 


has 


This verbal blitzkrieg by the Interventionists been 
cleverly organized. Survey it for just a moment. 

Down the road to war we have been going with assur- 
ances by our leaders that ours were steps “short of war.” 
Hesitatingly, the people have gone along, approving repeal 
of the arms embargo, the unlawful dispossession of 50 valu- 
able destroyers, peace-time conscription. 

On down the road to war we have moved, adopting the 
lend-lease bill, abandoning the cash and carry feature of the 
neutrality law, appropriating, as a first installment on our 
leasing and lending and underwriting of a foreign war, seven 
billion dollars. 

All the way have the people gone, but always with the 
positive assurance that these were steps to keep us out of 
war, steps “short of war.” 

It was fair to assume that ultimately the request would 
our Navy to convoy production intended to 
aid Britain through the dangerous war zones. 


come to use 


But when two weeks ago the stage was set for the push 
to convoying, the American people rose up in magnificent 
might, left no uncertainty in official Washington respecting 
their unqualified oppostion to this further step, reminding the 
President that he had said sometime back that “convoying 
means shooting and shooting means war.” 


‘DecePpTION Broucut INtTo LArcest Pray’ 


The people at that stage cried out “enough,” and began 
demanding greater frankness on the part of American lead- 
ership. 

The anger of those who were displeased by this showing 
of public determination found outlet through declarations 
by columnists that there was terrible and dangerous apathy 
over the country. This anger brought deception into largest 
play. 

The nation was told by the press one day that an Ad- 
ministrative member of Congress had said that it was re- 
liable that at least 40 per cent of our aid is being destroyed 
before it reaches Great Britain. It followed that we must 
convoy this aid. 

“What is the sense of spending seven billion dollars to 
aid Britain when 40 per cent of it does not get there?” we 
were asked. 

This was unadulterated deception and when motion was 
made last Wednesday to get the Senate Foreign Relations 
Committee to invite the authorities who knew what the losses 
were, to give the committee and Congress the benefit of 
their information, the Administration forces upon that com- 
mittee denied the motion. 

There was determination that not even the Congress 
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o truth in this hour when men were 


as its hour. Admiral Land of the Mari- 
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] j 
vessels Only eigit have been destroyed. 


No SHIPMENT Loss IN “Two MontTHS 


\ turther disclosure is that in the months of March and 
April not one hipment of these goods trom U. 5B. ports 
to Britain ports has been destroyed. 


With that excuse for convoying smashed, what shall be 

ted by the interventionists as a sizeable excuse for con- 
veying now? 

On the same day that this deception about losses was 
olanted, the anger of that hour found the President declaring 
that there might be Nazis in Greenland. 

Knowing the circumstances that surrounded that declara- 

m, the only conclusion to be drawn is that the apathy of 
he people had to be met by frightening them into doing 
the thing against which their sober judgment dictated. 

‘That was but the beginning of this blitzkrieg to move 
\merica into this war. These last three days have brought 
ito the drive deception, incitement to fear, demands for 
immediate action, and organization to roll onto the Presi- 
dent's desk a mighty telegraphic response for people demand- 
ing convoying by our Navy. 

Three days ago came the headlines announcing that 17 
so-called experts were agreed that we could defeat Germany. 
()n the same day came the word from one of these grass- 

opper statesmen who hops to England and hops back, Presi- 
dent Conant, that it was time for America to throw her 


night into this war on just the naval aid. 


RecALLS SpeecH By STIMSON 


And on that same day the President let the headines say: 
‘America is ready to fight for democracy again.” Yesterday 
the blitz continued, with Senator Pepper tossing up his trial 
balloon, proposing that we grab Dakar and the Azores, bomb 
Lok Oo, vet tough. 

Last evening came Secretary Stimson with an unadulter- 

{ command to use our Navy to deliver aid to Great Britain 


through the war zones and declaring that Great Britain 


“has been accepted by us for a century” as having ‘accom 
modated our whole method of life’ in America. 

No man knows better than Secretary Stimson the part 
that Britain played during this last century in striving to 
destroy our union and yet he would cause the people to adopt 
the theory that our very life depends upon Great Britain 
ind her navy. 

Tonight the blitzkrieg continues with Mr. Wendell Will- 
kie’s panzer division in a rally in New York broadcasting 
a continuation of this spirit of hate and fear and this de- 
mand for America to get in this convoving business without 
further delay. 

Time to TALK oF PERSONALITIES 

Only when men lend their personalities to questionable 
programs are we entitled to deal with personalities. In this 
hour when personalities would drive America to war I am 
not going to hesitate to speak clearly with respect to some 
of the personalities. 

[t is time now to speak and to act, tomorrow may be too 
late, to be as bold as are the Interventionists. This is the 
time to be demanding that American leaders keep their prom- 
ises, write an end to deception. This is the time to be turning 


our backs upon those who have condemned themselves as 
insincere leaders. 

Many of you hear Mr. Willkie tonight. His purpose in 
this hour is so diametrically opposed to the one he pledged 
last Fall, that I insist that his appeal now is subject to 
question. It was Wendell Willkie who, last November 4, 
said: 

“Let us remember that dictatorship always begins by ask- 
ing the people to give up some law or tradition for some 
special reason. The reason given may even seem logical. ‘The 
motives behind it may be honorable and sincere. But if 
you give in to such reasons, little by little the structure of 
democracy is taken away from you without your realizing 
it” 

This was the same Mr. Willkie who was prevailed on in 
kebruary to do his hop to England and back, just in time 
to testify on the last day of the hearings on the Lend-Lease 
bill, and appear for this largest grant of power ever extended 
by a Congress to an executive—the same Willkie. 

During his testimony at that time Mr. Willkie was re- 
minded of his campaign assertion of October 30, when he 
said: 

“On the basis of his (Roosevelt’s) performance with pled- 
ges to the people, you may expect we will be at war by 
April, 1941, if he is elected”— 

When asked whether or not he still agreed that might 
be the case, Mr. Willkie responded: 

“It was a bit of campaign oratory.” 

It was Willkie who on Nov. 12, with all call for campaign 
oratory gone, said: 

“Mr. Roosevelt and I both promised the people in the 
course of the campaign that if we were elected we would 
keep this country out of war unless attacked. Mr. Roosevelt 
was elected, and this solemn pledge from him, I know will be 
fulfilled, and I know the American people desire him to keep 
it sacred.” 


Let Us Be Sure Sincertry GOverNs 
Could there be language more emphatic? Yet today we 
hear Mr. Willkie say things that have us wondering if he 
ever meant what he said when he expressed the desire to keep 
sacred promises that he and Roosevelt had made to keep out 
of war. 

Let us be sure who leads these days that sincerity governs. 

America, don’t you see what has been happening, what is 
being done now? 

Don't you realize that here is concerted effort to drive 
against the determined will of the American people, to take 
this republic of ours into another futile European war that 
involves no issues new to those that were involved in the last 
war? 

It is time for the people who have a heart for the future 
of America to emphatically make known to official Washing- 
ton, from the President on down, that all of this blitzkrieg by 
the Winchells, the Thompsons, the Stimsons, the Peppers and 
the Willkies is not a reflection of popular facts and popular 
beliefs. 

It is time to be demanding frankness, the abandonment of 
deception, to be reminding official Washington of the promises 
it has made as these so-called steps short of war have been 
taken. 

Among other things the people should be reminding their 
President and their representatives of assurances that were 
given on September 21, 1939, when the President said: 

“With the repeal of the embargo this Government clearly 
and definitely will insist that American citizens and Amer- 
ican ships keep away from the immediate perils of the ac- 
tual zones of conflict.” 
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REMINDS PRESIDENT OF His PLEDGES 


Remind the President, and your Congress, that these 
words of 1939 were accepted as being a sincere assurance to 
the American people, and that May of 1941 finds the people 
demanding reassurance on this score of keeping out of the 
fields of war. 

One does not associate with people in the East and West in 
this land of ours without knowing that there is an over- 
whelming demand that our country stay out of war. All the 
beautiful words in captivity are not going to alter that de- 
termination so long as the facts remain what they are today. 

Interventionists may go forth with their program of plant- 
ing and fanning hate and fear, but so long as that part of 
our great people who constitute this overwhelming majority 
make it clear that they are for America first, the fanning and 
planting are to no avail. 

To talk about carrying freedom of worship, freedom of 
speech, freedom from want and freedom from fear to all the 
world, in our time and generation, does not mean much 
when all the people of America know that there is a con- 
siderable portion of these freedoms not yet available to all 
Americans. 

The cause that takes America into these foreign wars again 
has got to be a better cause than that. 

I am not one of those who believes the President of the 
United States has been without knowledge of the steps that 
have recently been taken by Interventionists and members of 
his Administration to make it seem that public opinion is 
driving him to convoying and to war. ‘ 


There will be those who will insist that the President has 
promised to keep us out of war, therefore he will not let these 
Interventionists drag us in. 


Cires First LaApy’s TALK ABout PLEDGE 


But let me remind you that however much assurance may 
have been given to the people by the President,—that Mrs. 
Roosevelt so very recently gave notice that the President had 
never given any such assurance, or made any such promise. 

Don’t, I plead with you who hear me, don’t let official 
Washington have any reason after this pending blitzkrieg 
is ended, to believe that the people are for the purposes 
which the blitzkrieg has enunciated. 

Make yourselves heard, just as the Interventionists are 
going to make themselves heard these next few hours, when 
with all the might of their organizations, they will flood 
the President with telegrams and communications which 
would give the President a chance to demonstrate that he 
was being pressured into convoying, that public demand in- 
sisted that convoying be undertaken. 

Americans, use the same machinery that your Interven- 
tionist foes are using in this hour. It is the telling hour. 
It is the critical hour. It is the determined hour. 

Don’t let the record of public expression that comes to 
rest in Washington these next few days be any excuse for a 
conclusion that the American people are for convoying, shoot- 
ing and going to war. 


The Cause of Human Freedom 


WE CANNOT APPEASE THE FORCES OF EVIL 
By WENDELL L. WILLKIE, Candidate of the Republican Party for President in 1940 
Delivered at Madison Square Garden, New York, May 7, 1941 


OW my fellow Americans, we are gathered here 
tonight in the cause of human freedom and in that 
there should at least be no diversity among Ameri- 

can citizens. You have listened to Americans, descendants 
of many races and representatives of diverse languages. Lead- 
ers of labor and of industry and of commerce have had 
their say. 

I speak to you tonight as an American—an American 
passionately devoted to my country. In America we are free 
—free to choose our government, free to speak our minds, 
free to practice our different religions, and we believe that 
those who disagree with us have a right to do so. We hate 
no people and covet no people’s land. We are blessed 
with a natural and a varied abundance. We set no limits 
to man’s achievement—in mind, factory, field or service. We 
have great dreams and in America we have the opportunity 
to make those dreams come true. 

But our freedoms are under attack today. There has 
appeared in the world the philosophy of totalitarianism 
which seeks to blot them out. It has captured most of 
Europe. It seeks now to conquer the British Isles—the last 
citadel of freedom in Europe. 

Its agents are in South America and are slipping among us 
as evil advance messengers of its future designs. 

Totalitarianism is a ruthless philosophy, for it cannot sur- 
vive in a world where freedom exists. The believers in 
totalitarianism in Italy, Germany and Japan are bound 
together not alone by treaties but by common habits of 


thought, common aspirations and common purposes. ‘The 
lovers of liberty throughout the world cannot simply sit still 
and remain free. ‘They too must likewise bind themselves 
together for their common purpose or else their freedom will 
pass. Fellow Americans, there is no compromise—the world 
will be dominated by free men or it will be dominated by 
enslaved men. We cannot appease the forces of evil. We 
cannot make peace with those who seek to destroy our very 
way of life. For the difference between us is fundamental. 

Now, naturally, we love peace—we would like to close 
our eyes and rid ourselves of the nightmare of this useless 
and this wasteful struggle. And all around us men shout 
peace, peace, when there is no peace. The struggle is already 
upon us. We cannot shut our eyes to it. Already the out- 
posts of the only remaining free people of Europe are being 
battered and destroyed. If we allow the valiant British to 
fall we shall be the next to feel the onrush of this barbaric 
force with its insidious propaganda, mechanized warfare and 
revolutionary political purposes. 

But some among us say we are weak and we are unpre- 
pared; that the British are bound to fall and that our own 
hope lies in locking ourselves behind our own defenses while 
freedom collapses all about us. 

One might as well seek to guard his own home with an 
iron fence while all his neighbors are sickening and dying of 
a contagious disease which cannot be kept out by mere 
iron bars. 
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A Doctrine oF CONFUSION 


This is a doctrine of confusion, fear and despair. If we 
had followed this doctrine in the past, in all the struggles 
we've had, we would not possess freedom today. It is a 
cowardly doctrine, an ignoble doctrine, unworthy of our 
past and destructive of our future. 

I reject and repudiate utterly—as I know you do—any 
such doctrine of defeat and of despair. The truth is that if 
we see to it that the ever-increasing production of American 
factories and farms is safely delivered to England, England 
will not only survive; England will win. And personally I 
am not interested in mere words and technical phrases. 

I care not whether you call safe delivery convoying, patrol- 
ling, airplane accompaniment or what not. We want those 
cargoes protected and we want them protected at once and 
with less talk and more action. That is America’s right and 
also her duty and also her self-interest. If America will 
but do that, she will not alone save freedom but provide 
her own last probable chance to ultimately avoid war. 

We have listened much of late to so-called self-styled 
practical men, who tell us that such messages of hope are 
but the words of politicans and of idealists. “They say that if 
we protect our shipments and provide England with the tools 
of war and the means of life, even then England cannot win 
this war. They also say that our help would at best per- 
mit England to exist under the constant bombing of the 
German air fleet. ‘They say that even if we provide England 
with planes, she can never acquire air superiority for it would 
be in their language physically impossible to base enough air- 
craft in the British Isles alone to equal in strength the air- 
craft that can be based on the continent of Europe. 

‘They say that German production so far surpasses English 
and American production that all attempts except to build 
our own defenses are futile and doomed to failure. 

Such conclusions run afoul of the opinion of experts, the 
understandings of reasonable men and the experiences of 
history. ‘lo think of England’s air power as limited to the 
number of planes that can be based on the British Isles, 
while the air force of the Axis powers with all Europe as 
a base control the situation, is like looking into a small end 
of a telescope. 

‘This war is being fought in the Middle East, in Northern 
Africa and in the Far East. Planes are needed throughout 
that whole area, as recent events around the Mediterranean 
have made tragically clear. Look at the map. Europe does 
not surround the British Commonwealth of Nations. The 
British Commonwealth of Nations surrounds Europe. And 
all that far flung Commonwealth, and associated peoples pro- 
vide bases for airplanes. It is our job to provide the planes, 
and when we do that England will have the air superiority. 

I know that the British Commonwealth of Nations and the 
United States can outproduce all the boasted ingenuity and 
capacity of Hitler and his factories. I have faith that they 
will do so. If I did not believe that I should be desperate 
indeed. For if we have lost our industrial superiority, we 
are upon our way out. If totalitarianism has so harnessed and 
can so direct the productive forces of this mechanical age 
as to outdo the productive capacity of our free way, then 
our democracy will shortly go, even if peace reigns through- 
out the world tomorrow. 

By the grace of the English Channel, by the good fortune 
of resolute and resourceful leadership and the heroism of a 
united nation—coupled with Hitler’s delay in attack last 
Summer, England has survived. And I tell you, and I tell 
you as one who has seen with his own eyes—she has sur- 
vived with her morale strengthened, with her people fanat- 
ically devoted to democracy and people of all groups and 













































classes devoted fanatically to the defense of democracy, her 
leadership is undaunted and her productivity in airplanes and 
tanks and guns at the highest point in her history. And, 
incidentally, this is not a 1938 report. 

Hitler cannot win this war without conquering Britain. 
To prevail he must write his peace in London. And Hitler 
can never successfully invade the Isle of Britain provided her 
sea lanes are kept open. But by the same token, Britain will 
probably fail unless America helps her immediately and 
effectively to keep those life lines unbroken. 

And Americans, Democrats, Republicans, people who 
voted for me and people who voted against me, I call upon 
you as united people to keep that lifeline unbroken. 

There is, however, no reason for despair. The free people 
control the great resources of this world. Germany and 
Italy are in Europe and are shut off from their Japanese 
partner. Russia, a somewhat doubtful friend, cannot supply 
their economic needs owing to inadequate production and 
still more inadequate transportation. The British still con- 
trol the seas and can draw on all the world’s resources. 
The three Axis powers with a population of about two 
hundred million constitute only one-quarter of the world’s 
people, most of whom are hostile and have to be held down 
by force. 

The United States, the British Empire and China have 
half the world’s people. They can draw on the resources of 
all the non-Axis world. Steel, as you know, is the corner- 
stone of mechanized war power. Now, even those practical 
minded men who warn us against idealism, should be im- 
pressed that the United States and the British Empire have 
a steel capacity of 100,000,000 tons per year, while the 
capacity of the European Axis plus the fourteen countries 
they have conquered is only 42,000,000. 

Our practical friends should also know that oil, copper, 
rubber and the non-ferrous metals are essential elements of 
war capacity. We either control or can draw on the world’s 
resources of these. Germany cannot obtain what she needs 
from Europe and is cut off by the blockade from outside 
resources. 

Incidentally, one of Germany’s greatest weaknesses and a 
principal target of the R.A.F. is her transport system. When 
the Allies achieve air supremacy, as, incidentally, they are 
going to do with the help of the United States, they will 
be able to strike at the German transport system with much 
more decisive effect. 

Now let me say it to you again. Furnish to Britain to- 
day, tomorrow and the next day for her desperate need, 
ships, the ships in our docks, the ships in our coastwise trade 
until it hurts, the impounded ships of other nations, the ships 
we are building. Give to her destroyers, and see that those 
ships loaded with the ever-increasing production of American 
factories and farms deliver their cargoes safely to the ports of 
Western and Northern England. Thus England will sur- 
vive and thus England will win. 

And then, in 1942 and 1943, when the combined airplane 
and armament production of two hundred million free people 
in England, the United States, Canada, Australia and New 
Zealand give to Britain a sufficient, assured and overwhelm- 
ing superiority in the air, the enslaved people of France and 
Belgium and Holland and Norway and all of the conquered 
countries—perhaps even the enslaved people of Germany— 
will begin to arise. They will begin to arise and this mon- 
strous menace to the liberties of free men everywhere will 
be eradicated utterly. 

But people of America, there is no magic by which this 
goal can be achieved. There is no easy formula. If we 
Americans had waited for easy formulas we would not today 
have freedom. 
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We must work as we have never worked before, we must 
work to make this vast system of ours produce, produce, 
produce, and we must work together. The gigantic forces of 
America cannot be exerted effectively unless we are unified 
and united. We must be bound together by a common will 
to make freedom strong. 

If we do the work and if we have the will the schemes 
of boastful dictators cannot stand against us. We shall find 
that they are not insuperable obstructions, but merely shad- 
ows in the progress of mankind. 


We Americans shall pierce these shadows. ‘There never 
was any people in the world so strong as the people of the 
United States of America. There never was any people 
so able to decide concerning what is right and what is wrong. 
There never was any people so capable of success, once their 
decision is made. 

When I think of the depths and of the heights within this 
American people, I say to Hitler: You have never met any 
people like us. And you had best implore whatever pagan 
god you believe in, that you may be spared that day. 


The Power of Spiritual Force 


DEMOCRACY CANNOT SURVIVE IN ISOLATION 
By PRESIDENT FRANKLIN D. ROOSEVELT 
Delivered at the birthplace of Woodrow Wilson at Staunton, Va., May 4, 1941 


E are meeting here today to dedicate a new shrine 
of freedom. By this action we are bearing true 
witness to the faith that is in us—simple faith in 
the freedom of democracy in the world. 
It is the kind of faith for which we have fought before, 
for the existence of which we are ever ready to fight again. 
I can think of no more fitting place in all the land for 
Americans to pledge anew their faith in the democratic 
way of life than at the birthplace of Woodrow Wilson. In 
this quiet Presbyterian manse first saw the light of day one 
whose whole active life was dedicated to the cause of free- 
dom, to the conquest of fear and to the liberation of the 
eternal spirit of man from every thralldom imposed by force. 
Woodrow Wilson was fortunate in his birthplace and 
favored in his parentage and environment. This was a 
home of plain living and high thinking and wherever the 
family moved in the migrations incident to the religious 
calling of the father they carried with them ideals which put 
faith in spiritual values above every material consideration. 
In the tragic conflict which the world witnesses today and 
which threatens everything we have most loved as a free 
people, we see more clearly than ever before the unyielding 
streneth of things of the spirit. All of recorded history 
bears witness that the human race has made true advance- 
ment only as it has appreciated spiritual values. Those un- 
happy peoples who have placed their sole reliance on the 
sword have inevitably perished by the sword in the end. 


Physical strength can never permanently withstand the im- 
pact of spiritual force. 

Woodrow Wilson’s whole career was a triumph of the 
spiritual over the sordid forces of brute strength. Under his 
leadership this country made great spiritual progress. 

Of Woodrow Wilson this can be said, that in a time when 
world councils were dominated by material considerations 
of greed and gain and revenge he beheld the vision splendid. 

That selfish men could not share his vision of a world 
emancipated from the shackles of force and the arbitrament 
of the sword in no wise detracts from its splendor. Rather 
does the indifference of hostile contemporaries enhance the 
beauty of the vision which he saw and enlarge the glory 
of the world he sought to rebuild. 

He will be held in everlasting remembrance as a statesman 
who, when other men sought revenge and material gain, 
strove to bring nearer the day which should see the eman- 
cipation of conscience from power and the substitution of 
freedom for force in the government of the world. 

It is good for America that this house in which Woodrow 
Wilson was born will be preserved for us and for many 
future generations. In this valley of Virginia it will remind 
America that his ideals of freedom were wide enough to 
support democracy in all the world. He taught that democracy 
could not survive in isolation. We applaud his judgment 


and his faith. 


We Are Not Prepared for War 


WE CAN HELP ENGLAND BETTER BY STAYING OUT 
By HERBERT HOOVER, former President of the United States 
Delivered over the Radio, May 11, 1941 


OR the last six months I have remained aside from 
the controversy on whether we should join in this war. 
I have been waiting to see the progress of our pre- 
paredness. I have wanted to see the situation abroad develop 
more fully. I had believed that the President was earnestly 
endeavoring to keep his promise to the American people of 
October 23: 
* * * “We will not participate in foreign wars and 
will not send our Army, naval or air forces to fight in 
foreign lands outside of the Americas, except in case of 
attack.” 


In the past ten days we have had many speeches and much 
propaganda the meaning of which is to drive the American 
people into this war. One who has been honored by his 
country as a member of America’s War Council in the last 
World War and as its Commander in Chief in subsequent 
troubled years must learn something of the principles of 
national defense and our setting in the world. 

It is therefore my duty to speak out of my experience. I 
hope that by sober discussion of the facts I may contribute 
something of thought in this most fateful decision. 

I am not speaking as the representative of any party, or of 
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association, or committee, and despite the 
depth of emotion I may feel, I hope I shall speak without 
passion and with due respect to the opinions of others. 


anv group, o1 


Nation HELD UNPREPARED 


I do net need to express again my abhorrence of the whole 
totalitarian movement or its dangers to the world. ‘That 
there be no misunderstanding, let me state at the outset that 
i support provision of the maximum tools of war to Britain; 
that | am convinced we can give this maximum during her 
next critical months only if we keep out of this war; that 
putting our Navy into action is joining this war; that the 
Kuropean war situation is in transformation; that 
\merica is as yet unprepared even for adequate defense ; 
that our people are not united. ‘To go in now its neither wise 
nor for the interest of either Britain or ourselves. In the 
anxiety of the moment many do not recognize the facts. 

As I have listened to these recent speeches it has constantly 
recurred to my mind that the problem before Mr. Roosevelt 
is far more difficult and complex than many of these speakers 
imagined. 

It is now proposed that we should put the American 
Navy into action. ‘That is a straightforward, understandable 
proposal which boldly makes clear the meaning of words 
like convoys or patrols, ‘That is joining in this war, once 
and for all. From here the steps would be automatic. Our 
Navy must attack German submarines, ships and planes, 
if it js to be of any use. To make it effective then we must 
expand naval and air bases abroad. We must equip these 
bases with expeditionary forces. And that is war for long 
years to come. 


W hole 


‘There are those who say we are already in this war. 
That is not true. We are in a position of risk. But war 
been declared between ourselves and the Axis. 
Diplomatic representatives are still maintained on both sides. 
ur treaties are still in force. There is no killing of men 
between us. If this war were ended tomorrow it would not 
be necessary for us to make a new peace with Germany. 

! am not arguing the spirit of our relations with Germany. 
[ am only discussing the situation which exists. But it is a 
certainty that we shall be at war the moment our Navy is 
put into action. We are in the war when we send our boys 
either by air or by sea or on expeditionary forces with an 
intent to shoot at the Germans. Let us not coddle ourselves 
by thinking otherwise. 

It would be more consistent with American honesty and 
\merican courage for us to face the straight issue of a dec- 
laration of war by the Congress as the Constitution provides 
than to creep into an undeclared war. 
that the Congress 
underlies all this: 
Italy or Japan?” 


has not 


It is due our people 
should vote on the real question which 
“Shall we declare war on Germany or 

In a national debate on this issue the whole 

of the tacts could be placed before the American people and 

the people could reflect their views to the Congress. That 
tion once openly determined by the only open process 
racy knows, then our people would accept that decision 

whatever it might be. The full facts and the truth is the 
way to achieve national unity. 


ques 


demo 


FAcING THE Facts UrGep 

We must face some hard facts. And there is among them 
the transformation of the military and political situation 
abroad. ‘here is our own unpreparedness. There is the prac- 
tical aid that Britain now requires and requires at once. 
‘There is the lack of unity of our people. 

This is no time for wishful thinking. Upon our decision 
depends the fate of our nation. It is the time, of all times, 
for a sober and frank appraisal of new facts and new 
situations. 


The first hard fact is the transformation of the character 
of this war. No one can deny the grim possibility that Hitler 
may take Suez, Iraq, North Africa and the Mediterranean. 
This would not, however, cut the vital lifeline of Britain. It 
Might even release that British fleet to protect their Atlan- 
tic lanes. In any event, Hitler can ocupy all of Continental 
Europe. 

And from all this area he will get ample food supplies and 
raw materials for the German people. True, he is blockaded 
by the British fleet, but the blockade cannot starve the Ger- 
man people or cut off their vital raw material supplies. It is 
only the people in the occupied democracies who will starve. 
Having been disarmed to their very carving knives, they 
cannot revolt. 

A second phase of this transformation is that substantial 
army fighting seems likely to go into the background for 
many years. The British armies cannot invade Hitler’s 
Europe. Nor do I believe with all the 6,000,000 men that 
Hitler commands and his superior air force that he can now 
cross the Channel to England. 

To invade Hitler’s Europe would require us to prepare 
5,000,000 men in addition to the British Army. This time 
to invade Germany we would need to land them quickly and 
that might take 40,000,000 tons of ships to carry our Army 
over the Atlantic. And they might not be able to land even 
then. It would take ten years to build those ships. And 
Hitler could not start toward the United States without 
equal preparation. 

Therefore, with this transformation it does not appear that 
this war can be brought to a conclusion by armies or navies 
for years and years to come. 

The undetermined weapon against Hitler is air power. 
And the character of air war is also being transformed. It 
is rapidly emerging to be long-range bombing with fighter 
planes to defend against the bombers. Acurate action in 
destruction of industrial and military objectives by daylight is 
no longer possible because of the efficiency of fighter planes 
on both sides. Manufacture of more and more planes will 
thus continue on both sides. But so far there is no effective 
answer to night bombing. It serves mostly to destroy large 
objectives, the cities and harbors, reducing them to rubble 
and killing civilians. And in this destruction Hitler has to 
fly only one-third the distance that the British have to fly, to 
reach his point of attack. 

And there is a transformation in the German blockade of 
England. The long range bomber is developing as a primary 
weapon in the attack upon harbors and upon ships. Sub- 
marines are today partly scouts, sending word to the air 
forces. Naval protection of Britain’s sea lanes is now sub- 
sidiary to air protection. 

This moving transformation of the relation of army pow- 
ers, sea power and air power presents new situations which 
are not yet clear. They involve many new considerations. 
They emphasize England’s immediate need which I will dis- 
cuss later on. 


SITUATION IN THE PACIFIC 


The second hard fact we must frankly face is that in the 
last war Japan was our ally and we had no need to defend 
the Pacific. But Japan is now openly allied to the Axis. 
She only awaits a favorable moment to realize her ambitions 
in Asia. That opportunity comes to her if we go to war in 
the Atlantic. Even if she does not open war upon us, her 
action and attitudes will be so potentially dangerous to us 
that we must instantly strengthen our defenses in the Pacific. 

The third of these hard facts that we have to face is our 
unpreparedness. We have been slow to organize for defense, 
as is always the case in democracies. 

We are not prepared to go to war. Our industry will not 
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be tuned up for another eight or ten months to produce 
enough of the tools of war to equip our own defense and at 
the same time supply the needs of Britain. We do not have 
300,000 men who are sufficiently equipped with planes, tanks 
and guns to meet 300,000 Germans, to say nothing of victory 
over 5,000,000 of them. We will not even have 1,500,000 
men so equipped for probably another twelve months. We 
have no substantial air force of the type now being used in 
this war. It is true we have a magnificent Navy, but even 
that is not yet big enough for the job which it may have to 
undertake if we join in this war. 

And preparedness for war consists not alone of men and 
tools and munitions. It also embraces the spirit of a people. 
We must have a united people to make successful total war. 
We are united in resolution to defend the Western Hemi- 
sphere from military agression. We are united in building 
whatever of a war machine is necessary for this purpose. 
We are united in our condemnation of aggressor nations. 
We are united in wanting to help England defend her inde- 
pendence. 

But beyond this we are a divided people. Do I need to 
prove this disunity? There is an obvious large majority of 
people who oppose the sending of our boys to foreign wars 
either on our Navy or on convoys or airplanes or expedition- 
ary forces where they may have to shoot or be shot at. 
These oppositions are strongest in our youth and it is youth 
who must die. There is no unwillingness in them to die to 
defend our hemisphere. 

And to have a united people the government must be 
united with the will of the people. A divided people cannot 
act effectively in the supreme issue of total war. That fail- 
ure in unity was part of the disaster of France. The first 
necessity is to follow an objective upon which our people 
will agree. 

History will assess the condemnation or the praise for 
the policies and the methods which have brought us to these 
dangers. That is not the question now. The question is 
what to do from here on. 

Our every sympathy, our interest is to assist the heroic 
defense of England. We have pledged ourselves to give 
Britain the aid of our factories and our farms. 

Her most critical period is right now. It is during the 
next months. What is the urgent need of England as ex- 
pressed by her leaders time and again? Plainly she needs 
bomber planes to guard her sea lanes. She needs bomber 
planes and fighter planes to offset the attacks upon her cities 
and her harbors. She needs tanks, ammunition and food. 
She needs merchant ships to replace her losses. She needs 
minor naval warships to guard her sea lanes. 


Scant SuppLigs SENT BRITAIN 


We are today giving her only a part of the scant produc- 
tion of our industries and retaining the other part for our 
own preparedness. 

If we join this war we must join in earnest. We shall 
lose it any other way. If we join we must at once increase 
our army to 3,000,000 or 5,000,000 men. We would have 
to use a larger part of our immediate manufactures to supply 
our own Army. We would have to use a larger port of 
our production to defend our own coast cities. We would 
have to at once increase our protections for the Pacific Coast 
and our island possessions. We would have to use a larger 
part of our production of fighter and bomber planes for 
them. We would have to hold merchant ships in reserve 
to carry troops to protect them. We are not building enough 
merchant ships now to meet British needs. We would have 
to use our light naval craft to convoy and protect our own 
sea lanes, especially in the Pacific. 


In net, if we join this war, we must use a larger portion 
of our present scant production for our own equipment and 
defense. We would have to do this at once. And that 
means if we join in this war we must give Britain less tools 
of war during her most critical period. 

If we stay out of this war we can take more risks in part- 
ing with our tools of war. 

The British have said time and time again that if we 
give them the tools they have the man power to repel in- 
vasion, they have the men to man the warships, the mer- 
chant ships and the airplanes. 

Today we are confronted with not one problem but many. 
What is the constructive American course amid these prob- 
lems? Is it not clear that we will give less tools to Britain 
if we join in the war? The solution is not for us to go 
to war but to give her every tool that will readily serve her 
regardless of our own preparedness. There are risks in this 
course, but it is the least perilous road we can now take. 
This solution will not please extremists on either side. Com- 
mon sense and stark truth rarely do. And I am convinced 
that here lies the road to national unity that is so essential 
to America at this time. 

We must also think other things through. And there are 
some other very disagreeable questions that must be answered 
before we take the plunge to war. We cannot refuse to 
face the facts of the situation when the fate of the nation 
is at stake. 

We wish to aid Britain, but we must face the fact that 
if she cannot maintain the independence of the British Isles 
with the tools and policies I have mentioned, it cannot be 
maintained by our joining in the war. If we are in the war 
and should Britain fail, we would be left to carry the war 
alone. And that war against Nazi-controlled Europe will 
have to be fought at a distance of 3,000 miles and for years 
and years. 

In that event, are we going to blockade Europe? If so, 
are we going to starve the forty million people in Great 
Britain? And how will we bring such a war to a conclusion? 

What the course of the American people may be in this 
conflagration of the world cannot rightly be determined 
now. We cannot appraise all of the factors. At the present 
we cannot judge the effect of the transformation going on 
in this war. But there are some things we can state with 
assurance. 

Right now we need calm thinking. We need reason. We 
need tolerance. We need to approach these problems with 
deliberation. Until this picture is more clear it is folly to 
gamble with the fate of a nation. Strong men do not need 
to rush. We must not be swept off our feet by the profound 
depth of our emotions. By no hasty or emotional act must 
we jeopardize the aid to Britain and the future of America. 


THE Price oF War 


Finally, we must not forget the price we shall have to pay 
if we join in this war. 

It means the sacrifice of our most precious lives and the 
hopes of millions of mothers and wives. It means the 
sacrifice also of our own liberty to a dictatorship of our 
own, inevitable in total war. 

If we go into war we must pass through post-war bank- 
ruptcy. The savings of the people will be lost. The en- 
dowments of our universities, colleges, hospitals will be 
destroyed. And when the day of transformation of war 
into peace comes, the government will not be able to sup- 
port the unemployed and the farmers. In this gulf all major 
industry must be operated by the government. When we 
go to the peace table hate will again, as before, sit at that 
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table endeavoring to destroy the hope of any real peace 
amony men. Liberty will not recover on this continent for 
a veneration, 


Sut if despite all this price we are compelled to act with 
military power, let us be thoroughly prepared. Let us 
determination within the frame of our Constitu- 
decision of Congress. And when that decision 

will be no disunity in America. 


e (germans will derive some momentary satis- 


faction from our unpreparedness, but not for long. The po- 
tential might of this nation is the strongest thing in the 
whole world. If necessary, we can raise and we can event- 
ually equip an army of as many millions of men as we need. 
We can make more ingenious tools of war and we can op- 
erate them better than any nation in the world. ‘That 
strength is always here in America. ‘The defense of America 
is not dependent upon any other nation, for America cannot 
be defeated. 


o e 
Life Insurance and the Democratic State 
THE WARNING SIGNALS ARE UP 
By M. ALBERT LINTON, President, Provident Mutual Life Insurance Company of Philadelphia 


The Barbara Weinstock Lecture on the Morals of Trade, delivered at the University of California, Berkeley, April 22, 1941 
Copyright, 1941, by The Regents of the University of California 


NE of the most urgent tasks facing our country in 

these fateful days is the preservation of its democratic 

way of life in a world that is being consumed 
by the flames of war. ‘The first world war was bolstered by 
the slogans that it was a war to make the world safe for 
democracy and a war to end war. The irony of these slo- 
gans is all too apparent today. We have learned through 
tragic experience that the method of war by its very nature 
tends to destroy the basis of democracy and to plant the 
seeds of future conflict. It remains to be seen whether we of 
this generation shall be able to profit by the terrible lessons 
of the past and shall have the spiritual insight and the in- 
tellizence to do those things which will make possible a 
different kind of world in the future. That today should 
be the paramount concern of each one of us. 

Whatever the trend of events abroad, one thing is certain. 
Unless we in this country shall be able to make democracy 
function satisfactorily, form of totalitarian govern- 
ment will take its place. It is therefore of the utmost im- 
portance that, in our efforts to bring into being a_ better 
ind a fairer world, we shall do everything possible to demon- 
strate to ourselves and to other nations that the democratis 
way enables us to attain high spiritual and material goals. 

The word democracy is bandied about so glibly that it 
is frequently difficult to know just what it is intended to 
mean. Our own democratic system is based upon four essen- 
tials: (1) a written Constitution in which is included the 
Bill of Rights, (2) the selection through the medium of free 
elections of representatives to make the laws, (3) an execu- 
tive to administer the laws, and (4) an independent system 
of courts created to see that the laws and their execution are 
within the provisions of the Constitution. This is the partic- 
ular type of democracy, with its checks and balances, which 
we are seeking to maintain in this country. 

Unfortunately, large numbers of people forget at times 
that under this kind of representative democratic govern- 
ment the making of laws is entrusted to a legislative body 
up of elected representatives who are freed from other 
duties and charged with the responsibility of studying the 
needs of the electorate and of enacting legislation to minister 


some 


Ii} ide 


to tho c needs. 

\s a prelude to a discussion of the application of demo- 
cratic principles in the field of life insurance, I would refer 
to the perversion of the democratic method illustrated by the 
Eggs” proposal with which you here 
in California entertained the rest of the country two years 
avo. The proposal, as you well know, involved the direct 
submission to the voters of an exceedingly complicated bill 
7000 words which would have had the most far- 


torious “Ham and 


or some 


reaching eifects upon the political and economic organization 
of your state. It involved the central vote-catching proposal 
that every unemployed person aged 50 or over should receive 
$30 every Thursday. You defeated the bill by a gratifying 
majority, but only after a tremendous effort which you should 
not have been called upon to make. The job should have 
been done in Sacramento by legislators elected to study pro- 
posed laws and to act upon them. Because “Ham and Eggs” 
was so fantastic it was defeated. However, in the concept 
that everyone in the community can pass intelligently and 
wisely upon any proposal, no matter how complicated or 
far-reaching, there lies a grave danger that irreparable dam- 
age may some day be done to the democratic system. 

Another example of a misdirected conception of the work- 
ing of democracy may be found in proposals sometimes made 
with respect to mutual life insurance companies. Here we 
have institutions to which have been entrusted large funds, 
held in what is closely akin to a trust capacity, which are 
administered for the benefit of the policyholders. There are 
no stockholders, the companies being owned by the policy- 
holders and operated for their benefit. 

In actual practice, the number of policyholders who exer- 
cise their right to vote, either in person or by proxy, at the 
annual meetings of their companies is usually small. For that 
reason, unfriendly critics of the business have asserted that 
the mutual life insurance companies are mutual in name only. 

At first glance, this assertion might appear to have merit. 
In a democracy, we like to think that everyone evercises the 
right of franchise. Certainly we like all eligible voters to 
participate both in primary elections, where party candi- 
dates for political office are chosen, and in general elections, 
where the officeholders are finally elected. However, there 
is a very important difference betwen political office and a 
business. In political office, continuity in any position without 
periodic tests at the polls would be hurtful to the public 
interest because of the abuses that so easily could develop. 

On the other hand, in a specialized business such as life 
insurance or banking, or for that matter almost any other 
business, or industry, continuity of management is not only 
an advantage, but pretty nearly a necessity. It is obvious 
that any system would be fraught with the gravest danger 
which in the name of democratic procedure should encourage 
large groups of policyholders to take the same sort of politi- 
cal interest in the election of directors of life insurance com- 
panies as in the election of legislators. The last thing you 
and I would want to do would be to entrust the future 
security of our loved ones to an institution whose directors 
consisted of men who had campaigned actively among the 
policyholders for their positions. The same kind of prob- 
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lem would, of course, exist were the directors of banks, trust 
companies, or savings funds to be elected by hundreds of 
thousands of depositors. 

To safeguard the interests of the public under a system 
of this kind, the several states have established departments 
headed by officials charged with the duty of supervising the 
operations of these fiduciary institutions. These men repre- 
sent the public and stand ready to step in should abuses 
develop. Because of the safeguards provided by this super- 
visory system, the laws governing the elections of directors 
of mutual life insurance companies do not encourage the 
placing of rival slates of proposed directors before annual 
meetings of policyholders. They recognize the inherent dan- 
gers of any system which would not only encourage the self- 
seeking individual to run for office, but would make suitable 
men hesitate to accept nomination. In a very short time the 
sense of trusteeship that has characterized the conduct of 
mutual life insurance could be dangerously undermined. 

It is because policyholders realize that their interests lie 
in preventing rather than encouraging political contests for 
control of management, that they rely upon the supervisory 
system and take but little interest in the annual meetings of 
the companies in which they are insured. 

I would refer again to the position and power of the repre- 
sentatives of the public, the insurance commissioners. In the 
first place, a report in great detail concerning the operations 
of a company is made each year to the insurance commissioner 
of every state in which it does business. The commissioners 
are further empowered at any time to send examiners into 
any company under their jurisdiction to find out what is 
going on. Approximately every three years a group of ex- 
aminers representing states from different parts of the coun- 
try join with the examiners from a company’s home state in 
making a thoroughgoing examination of companies doing an 
interstate business. It so happens that at this very time our 
own company in Philadelphia is having a regular triennial 
examination by a group of examiners representing Pennsyl- 
vania and three other states, one of which is your own state 
of California. They have been there since the middle of 
January and are going into all phases of our operations. 

Assuming that they should find something wrong which 
would indicate that a change in management would be in 
the interest of the policyholders, consider the power that 
would lie in the hands of our insurance commissioner. He 
could demand and obtain a list of all our policyholders. 
To each he could send a request for a proxy at a meeting to 
elect directors, stating the reasons for his action. He would 
probably come to the meeting with proxies enough to elect 
a panel of directors to replace those whose terms were ex- 
piring. Considering the repercussions this action would have 
upon the public and the agency force of the company, it is 
clear that drastic changes in the management would be 
made. Thus would the sovereign power residing in the 
policyholders become effective to protect their interests. This 
is the supervisory technique that has been devised to safe- 
guard the institution of mutual life insurance from the 
dangers inherent in active campaigns among policyholders 
for the election of directors and at the same time to leave 
the ultimate power in the hands of the policyholders. 

The Honorable Charles E. Hughes, Chief Justice of the 
United States, who conducted the well-remembered insur- 
ance investigation in 1905 and who has had wide experience 
in life insurance matters, commented upon the conduct of 
the life insurance business in 1926 when he was a private 
citizen. “It is well,” he said, “that policyholders should have 
the opportunity to correct improper management, and their 
power though latent must be real; they must have the final 
control. But if they undertook to manage affairs directly, 


they would make a mess of it. How to obtain the safeguard 
of ultimate control by those whose interests are at stake, and 
the continuity and efficiency of expert management, without 
the intrusions and insincerities of politicis or the fantasies 
of dreamers, that is the great problem. It has been solved 
to a gratifying degree in your case.” 

I have dwelt at some length upon this phase of the life 
insurance business for the reason that superficial critics are 
urging the adoption of a system under which large numbers 
of policyholders would participate in the election of directors 
of mutual life insurance companies. These people are tread- 
ing on dangerous ground. They would open the door to cam- 
paigns by self-seeking candidates for the position of directors 
on life insurance boards which would constitute a grave 
threat to the security of the policies of millions of policy- 
holders. It would be as unsound and dangerous in the realm 
of life insurance practice as is the direct submission to the 
voters of such measures as your ‘‘Ham and Eggs” proposal. 

Equally dangerous would be any plan by which political 
appointees should sit on life insurance boards. In due course 
such a program would be likely to jeopardize the interests 
of policyholders. All too frequently the objectives of poli- 
tics and the security behind the policies of life insurance do 
not run parallel. Those persons who are charged with the 
conduct of fiduciary institutions such as life insurance com- 
panies, savings funds, banks and trust companies must be 
kept free from political control if they are to fulfill the 
solemn obligations that devolve upon them. 

Private enterprise and the preservation of democracy.— 
Before discussing the relation of life insurance to the demo- 
cratic state, it will be helpful as a background to consider 
for a few moments the relations of private enterprise in 
general to the preservation of democracy. I have already 
referred to the system of checks and balances in our form 
of government, resting upon the principle that the legislative, 
executive, and judicial branches shall be independent and of 
equal rank ‘These conditions of independence and equality 
are absolutely essential if human freedom as guaranteed in 
the Bill of Rights is to be maintained. If, for example, the 
executive branch should ever be able to dominate the other 
two, the checks and balances would collapse and nothing 
would stand in the way of a President who aspired to dicta- 
torial powers. 

Although these three branches of government may appear 
at any given time to be independent of each other, it is of 
the utmost importance that we be alert to possible trends 
which might subtly undermine their independence and pave 
the way for disaster to ride in from an unexpected quarter. 
The French believed themselves safe behind the most power- 
ful line of fixed fortifications ever constructed. When the 
attack came they found that their line had been outflanked 
and rendered utterly worthless. Something analogous may 
destroy our own system of governmental checks and _bal- 
ances if we are not awake to possible dangers. 

In a nation like ours, a very large proportion of the work- 
ing population is engaged in private enterprise in the fields 
of industry, commerce, and finance. The system is not per- 
fect, for it has to do with individuals motivated by all the 
impulses, good and bad, to which human beings are subject. 
However, one of the outstanding merits of the private enter- 
prise system is the fact that it makes possible to maintain 
the essential checks and balances in our governmental or- 
ganziation. If the ownership and operation of our industrial, 
commercial, and financial system were not in private hands, 
they would be in the hands of persons and groups responsible 
to the political government and the checks and _ balances 
would be gravely endangered. 

That is the reason why the trends in recent years have 







































462 





Vital Speeches of the Day 





been so dangerous. They tend to break down the separation 
ot economic and political power and to concentrate both 
in the hands of the politicians. First, there has been the 
indirect compulsion to vote for the party in power involved 
in the distribution of federal relief funds to large sections 
of the population. Second, there has been a tendency to 
rccept the validity of the theory that the country’s welfare 
requires that more and more control over industry, commerce, 
and finance should be centered in Washington. The power 
derived from the spending of federal relief money and other 
yrants, although dangerous while it lasts, is likely to be 
temporary. On the other hand, that derived from a control 
hy the politicians over the economic life of the nation should 
cause deep concern. It may spell the end of our democracy. 

When the political government controls large areas of our 
economic life the setup is perfect for action by a Huey Long 
type of federal executive. All he would have to do would be 
to place in charge of strategic industries the type of men 
who would compel workers to vote as they directed on pain 
of losing their jobs. The power over a man’s means of live- 
lihood is one of the most potent that can be conferred upon 
invone. Once an executive can coerce enough votes to throw 
the balance of power upon his side, he can control the Con- 
With control of Congress he can control the courts, 
ince judges owe their positions to the executive and to the 
levislature. Hence, if the system of free, uncoerced elections 
should be undermined, the checks and balances would fall 
and no limits could be set to the power the dictator type 
if executive could exercise. 

‘Che ability to resist would, it goes without saying, be 
broken by some form of police force, secret or othewise, 
which on one pretext or another would take dissenters in 
hand and disperse centers of opposition before they could 
organize. 

All this sounds fantastic. Neverthless, we have seen this 
kind of thing happen abroad in recent years and there is not 
the slightest doubt that if the centralization of economic 
power should continue far enough in the direction it has 
been headed in Washington, the setup would be made to 
order for the advent of the dictator. In saying this we need 
not impugn the motives of those now in power. All we are 
saying is that we must take the greatest pains not to weaken 
the checks and balances which the founders of our Republic 
knew from the history of tyranny were necessary if human 
liberties were to be preserved. It has been well said: “The 
history of human freedom is the history of the limitation of 
vovernmental power.” 

It may not be amiss to point out that the absolute neces- 
sity of preserving a system of effective checks and balances 
is rooted deeply in human motives and behavior. If men were 
true Christians, guided solely by the Christian concept of 
ltfe, the system under which we live could satisfactorily 
issume any one of many forms. Our troubles arise because 
men are selfish, revengeful, desirous of power, contemptu- 
ous of the rights of others. Unfortunately these traits of 
character are to be found in some members of all groups of 
people, whether they be those elected to public office, those 
engaged as employers in industrial and commercial life, or 
those holding positions of power in the ranks of labor. There- 
fore, so long as these traits persist, we do away at grave 
peril with the checks and balances in our political and eco- 
nomic organization. 

Herein lies the fatal defect in state socialism and other 
forms of collectivism. They concentrate enormous powers in 
the hands of individuals and do away with checks and 
balances. Because human nature is what it is, the system 
eventually blossoms forth into the cruel dictatorships that 
have grown up betore our eyes in Russia and in Germany. 


"TSS. 





The supervision of life insurance —Consideration of the 
centralization of power in the federal government leads 
readily to the subject of life insurance supervision for the 
reason that representatives of the Securities and Exchange 
Commission recommended about two months ago to the 
‘Temporary National Economic Committee that Washington 
be given power to participate in supervising the operations of 
life insurance companies. 

As we have already noted, life insurance is at present sub- 
ject to thoroughgoing supervision by the several states. Over 
a period of seventy-five years this supervision has developed 
into a highly efficient system, which has been further strength- 
ened as a result of experience gained during the unprece- 
dented depression of the 1930’s. It rests upon a threefold 
base: first, the comprehensive system of state laws governing 
life insurance; second, the continuing supervision of the 
state insurance departments; and third, the National Associ- 
ation of Insurance Commissioners, which provides an oppor- 
tunity for the interchange of information among the states 
and for the correlation of supervisory activities to the end 
that the system may operate smoothly and efficiently. 

A most important feature of this coordinated system of 
state supervision is that its checks and balances provide a 
valuable safeguard to the interests of policyholders. These 
checks and balances are essential in a business, having to 
do with the financial security of tens of millions of persons, 
which might become subject to political influences. To a 
remarkable degree life insurance has been free from such 
influences, and policyowners’ interests have prospered ac- 
cordingly. Where unwise action may have been taken by 
individual states, the error has been corrected or localized 
so that the harmful consequences have been reduced to a 
minimum, 

The situation would be altogether different if supervision 
of the business were centered in the federal government at 
Washington. In that event we would face the probability of 
a political interference that could seriously endanger the 
security which policyholders now enjoy. 

It must not be forgotten that life insurance policies con- 
cern the future welfare of millions of policyholders and their 
families. Certain benefits are promised in return for specified 
premiums. Large and absolutely necessary reserve funds are 
required by law to be accumulated, and adequate contingency 
funds must be maintained if the promises in the life insurance 
policies are to be fulfilled. This is a field in which the dema- 
gogue would find ample material upon which to base suprious 
proposals which, although appealing to the masses, would be 
utterly destructive of the long-run security behind life in- 
surance contracts. 

One of the great advantages of state supervision is that 
it is close to the people in the individual states and has an 
altogether different attitude toward them than would prob- 
ably obtain if the local supervisory office were merely a 
branch of a huge central bureau in Washington. Another 
advantage is its flexibility and its ability to adapt itself to 
widely differing local needs. 

An interesting example of this characteristic of state super- 
vision occurred in 1933 when the closing of all the banks 
in the country caused thousands of policyholders to attempt 
to draw out the cash values of their life insurance policies. 
In consequence, the insurance commissioners of the various 
states cooperated in developing moratorium regulations which 
were in effect for several months over a large part of the 
country. 

However, as the necessity for the regulations passed, the 
restrictions were lifted in those states where it was proper 
to do so, and policyholders residing there did not have to 
wait until the regulations could be lifted simultaneously 
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throughout the entire country. It was an excellent example 
of the benefits policyholders derive from the flexibility of 
state supervision. 

In discussing state supervision 1 would of course not imply 
that it has been perfect or that it cannot be improved. As 
a matter of fact, improvement is taking place continually 
as need for it is shown. The point is that the interests of 
policy owners can be adequately safeguarded under the sys- 
tem of state supervision without running the very serious 
dangers inherent in centralized control. 

The depression record of life insurance under state super- 
vision is impressive. Despite the most severe and prolonged 
depression this country has ever experienced, we find that 
of the total assets held by life insurance companies at the 
beginning of the year 1930 only 2.1 per cent were in com- 
panies which during the seven years 1930 to 1936, inclusive, 
suffered an impairment of life insurance reserves calling for 
the appointment of receivers. 

In this connection it must be borne in mind that as a gen- 
eral practice these companies were taken over and operated 
by established life insurance organizations. The policies re- 
mained in force but carried liens which represented impair- 
ment of the reserves of the original company. A substantial 
number of death claims were paid in full, in spite of the 
liens. It is an interesting fact that the total liens placed on 
all policies represented less than 1 per cent of the total 
assets of all life insurance companies in the country. More- 
over, under good management the liens on many policies 
reduce until they finaly disappear, so that policy values are 
fully restored. 

It is clear, therefore, that, taking the institution of life 
insurance as a whole, the losses to policy owners as a result 
of the depression were very small. State supervision of in- 
surance made an excellent record as compared with the 
results attained by supervisory bodies in other fields—notably 
the national banking field, where 2310 member banks of the 
federally supervised Federal Reserve System suspended pay- 
ment during the four years 1930 to 1933. Furthermore, as 
already noted, state supervision has been still further 
strengthened as a result of the lessons learned from the de- 
pression experience. 

Of course the initial legislative proposals for federal super- 
vision of life insurance would probably have the appearance 
of being reasonable and harmless. However, we must be alert 
to the future possibilities. Once federal supervision started, 
it would surely expand until, ten or twenty years hence, it 
would in all likelihood have supplanted state supervision and 
assumed full control itself. 

Along with this control would ultimately go the control 
over life insurance investments. Washington would then be 
able to say whether the companies covld or could not purchase 
the securities of this or that industry, thus giving to the 
bureau exercising this authority enormous power over the 
economic life of the country. 

Moreover, there would be the constant danger that the 
control of life insurance investments would be a source of 
temptation to politicians who might have certain social or 
economic theories that could be carried into effect with policy- 
holders’ funds. For example, they might serve to provide a 
source of easy money for balancing the budget, or they might 
be borrowed at the behest of pressure groups: If we would 
safeguard the institution of life insurance and its millions of 
policy owners, the first steps toward federal control must 
not be taken. Instead, attention should be directed to keeping 
the present system of state supervision, with its invaluable 
checks and balances, fuly abreast of changing conditions. 

Life insurance funds and venture capital—Point is given 
to this analysis of the dangers inherent in possible federal 


control of life insurance by the recent report made by two 
representatives of the Securities and Exchange Commission 
to the Temporary National Economic Committee in which 
it is alleged that life insurance companies in their investment 
policies have sought security to such a degree that the sav- 
ings of policyholders have not been flowing into new enter- 
prises or undertakings where the element of venture or risk 
is present. This is one of the most amazing positions yet 
taken by responsible governmental representatives. It is tan- 
tamount to criticizing trustees who have sought security for 
the funds entrusted to their care and who therefore have 
not made investments in new enterprises involving all the 
risks usually present in such enterprises. 

A large proportion of you in this audience no doubt own 
life insurance policies. I wonder what your reaction would 
be if it should be announced that your company was about to 
curtail the investment of your funds in high-grade bonds and 
real estate mortgages, and was going to invest in the com- 
mon stocks of new enterprises. My guess is that you would 
strenuously object. You know that the practice of conserva- 
tive investment is the principal reason why the institution of 
life insurance made the enviable record it did during the 
great depresson of the 1930’s. It would have been tragic 
indeed had the companies in the 1920’s invested any substan- 
tial proportion of their funds in common stocks. In this con- 
nection it may be mentioned that the laws of a number of 
important states, among them New York, do not permit 
such investments by their home companies. Some states do 
permit them to a greater or less degree, but despite this fact 
less than one-half of one per cent of all United States life 
insurance funds is invested in common stocks. 

Returning now to the investments the life insurance com- 
panies have been making in recent years, let us look at the 
record of a group of companies having about 92 per cent 
of the total life insurance assets in the country. During the 
last five years their assets increased nearly 7 billion dollars. 
Since the increase in their uninvested cash balances during 
this period was only about 2 per cent of that sum, it is clear 
that the remaining 98 per cent did not lie idle. Looking over 
the list of investments, we find that the largest increase oc- 
curred in United States Government securities (2.87 bil- 
lions). The second largest increase occurred in public utility 
bonds (1.90); the third in miscellaneous bonds, mostly in- 
dustrial (0.89) ; the fourth in state, county, and municipal 
bonds (0.60), and the fifth in mortgage loans and real 
estate (0.52). These five classifications account for practically 
the entire increase in total investments. There was a decrease 
in policy loans, offset by small increases in foreign govern- 
ment bonds, in railroad bonds, and in the uninvested cash 
balances above mentioned. 

Reviewing this record of investments during the five-year 
period, it is evident that life insurance funds flowed into 
many channels and performed a useful function in maintain- 
ing our economic structure. 

Incidentally, this is a convenient point at which to com- 
ment upon the statement sometimes made that a vast amount 
of control goes with the ownership of life insurance invest- 
ments. It will be noted from the foregoing analysis that 
practically all the investments owned by life insurance com- 
panies are in the nature of obligations by corporate or indivi- 
dual borrowers, supported by a pledge of valuable property, 
to make specific interest and principal payments. So long as 
these obligations are met the owner of the investment does 
not exercise control. It is not until default occurs that this 
follows, and then only as much control is exercised as is re- 
quired to protect the interests of the policyholders whose 
money is at stake. The situation in its broad aspect is alto- 
gether different from what it would be if the life insurance 
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companies should invest substantially in common stocks 
carrying voting rights. Then the charge of control would 
have substance. 

Recognizing this difficulty, the representatives of the Se- 
curities and Exchange Commission who made the recom- 
mendations that the life insurance companies invest in com- 
mon stocks, suggested naively that the companies might be 
deprived of the right to vote their stock in the way other 
stockholders do. This is a curious suggestion. When a trus- 
tee becomes part owner of an enterprise, it would seem 
most unusual to prevent his having any voice in the man- 
agement of the organization in which he has invested other 
people’s money. No, the solution of the investment prob- 
lems of the life insurance companies and of the country gen- 
erally is not to be found in forcing trust funds into the stock 
of venture enterprise. 

During the latter part of the 1920’s there was agitation 
that the legal prohibition against investing policyholders’ 
funds in common stocks should be removed. Happily, after 
careful consideration the step was not taken and the dis- 
aster that life insurance policyholders might have incurred 
was avoided. I am convinced that once the policyholders of 
the country became aware that any attempt was seriously 
being made to force life insurance companies to invest their 
funds in the common stocks of new enterprises, they would 
have none of it. 

This trend in the thinking in Washington becomes all 
the more ominous when coupled with the further suggestion 
made by representatives of the Securities and Exchange 
Commission that the federal government should take a hand 
in regulating life insurance. Any pressure, direct or indirect, 
to force life insurance funds into common stocks would be a 
dangerous threat to the security behind life insurance policies. 

The subject we are discussing throws illuminating light 
upon the consequences of the faulty thinking which has re- 
sulted in the adoption of unsound policies in Washington. 
The persons who made the suggestions about the change in 
life insurance investment policy realized, as do many others, 
the necessity of having an adequate supply of risk capital for 
the future development of the country’s economic life. How- 
ever, they ignored the crux of the problem and suggested an 
improper solution which might do irreparable damage to 
millions of people. 

To find the reasons for the drying up of risk capital we 
must look to incorrect theories of taxation which either drive 
capital into the tax-exempt securities of state and local gov- 
ernments, or deprive business organizations and individuals of 
the opportunity to obtain a return from investment in ven- 
ture enterprise that is both fair and adequate to compensate 
for the risk incurred. The solution of the problem of venture 
capital should be found by a change in unsound laws having 
to do with taxation, and not by asking trustees and others 
in a fiduciary position to invest the funds entrusted to their 
care in the risk capital of new business and industrial enter- 
prise. Their function is to furnish senior capital. Junior or 
venture capital must come from other sources. 

‘The proposal that life insurance funds be invested in com- 
mon stocks, together with the suggestion that Washington 
should supervise the life insurance companies, invites com- 
ment upon federal regulation in general. Such regulation is 
likely to commence in a very innocuous manner. However, 
as time goes on the regulating bureau assumes more and more 
authority, until finaly is begins to assume the functions of 
management without at the same time being responsible for 
the final results. 

If the enforced program is successful, the bureau is likely 
to take credit. If unsuccessful, the blame falls unfairly upon 
those persons who are responsible for the management of 


the enterprise that has been forced to adopt the unsound 
practices. This is one of the menacing characteristics of 
bureaucratic control. It constitutes a serious threat to the 
successful operation of the democratic system. 

Finding outlets for life insurance funds—A subject of 
much interest to all life insurance executives is the probable 
outlet for the future investment of the funds entrusted to 
their care. In considering it one is almost certain to run 
across theories which have emanated from high authority 
at various times in recent years, to the effect that this coun- 
try has reached a state of maturity and that in consequence 
the investment opportunities of the future will be severely 
limited. Saving or thrift is asserted to be no longer a virtue, 
but instead an economic sin. With the huge investment now 
required in connection with defense activities, this foolish 
doctrine, for the moment at least, is somewhat in eclipse. 
However, we are likely to hear more about it at some future 
date. 

The theory of “oversaving,” of a “mature economy,” has 
a definite bearing upon the life insurance business for the 
reason that the continuing accumulation of life insurance re- 
serve funds requires an adequate investment outlet if the 
business is to remain in a healthy condition. 

One of the arguments advanced to support the “mature 
economy” thesis is that the frontier was closed about the 
beginning of this century so that there is no more good free 
or cheap land available for those who cannot find employ- 
ment in the cities. This so-called “closed frontier” theory 
has served as a catch phrase upon which to hang a number of 
false conclusions. The basic trouble with the theory is that 
the concentration of attention upon the agricultural frontier 
has made people ignore the development of what has been 
called the “industrial frontier,” which in due course over- 
shadowed in importance the old agricultural one based upon 
cheap land obtained from the government. 

An exceedingly interesting analysis of this development 
has been made by Mr. R. S. Tucker, of the General Motors 
Corporation. By painstaking study of census data covering 
the last one hundred years, he proved the great importance 
of the industrial frontier, which in reality provided an out- 
let for surplus rural population. The portion of the total 
population gainfully employed who were so employed in 
agriculture fell at a very steady rate from about 69 per cent 
in 1840 to less than one-third of that figure in 1930. Mr. 
Tucker’s study leads, not to the conclusion that the agri- 
cultural frontier has been an essential to the country’s prog- 
ress; but rather that the opportunity for people to better 
their condition by moving to the city had been an important 
factor in maintaining the income of rural laborers, especially 
after 1890. This conclusion has been reached by other lines 
of reasoning, but it is interesting and helpful to have it sup- 
ported by an analysis such as that made by Mr. Tucker. 

This whole thesis of a “mature economy” is absurd when 
we consider the man power, the natural resources, and the 
capital that are available in the United States. Entirely 
apart from the huge demands for funds to finance the de- 
fense program, studies made by qualified individuals and 
organizations clearly reveal the need for the investment of 
billions upon billions of new capital in productive facilities 
and other durable goods, including housing, to provide for 
the country at large only a moderate increase in the average 
standard of living. The expenditure of these capital funds 
would enable large numbers of people to find employment. 
In the process they would earn the money with which to 
purchase the products of our industrial and agricultural 
plant. The resulting favorable effects would be cumulative 
and would form the basis for a rising standard of living. 
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When peace returns, the way to achieve this objective will 
be found in the creation of conditions under which the reser- 
voirs of private capital may be drawn upon and invested in 
capital improvement. To bring this about, action will have 
to be taken in the fields of taxation, labor relations, govern- 
ment controls of productive activity, government competi- 
tion with private business, and government budget policy. 

During the impending period of intense defense activity 
we shall have no difficulty in finding employment for all 
available capital and labor. However, when we emerge on 
the other side we must profit from the lessons of the last 
twenty years and do those things which will make it possible 
to employ profitably our man power, our vast natural re- 
sources, and all the savings out of our income which we shall 
be willing to make through the medium of life insurance 
companies and other thrift institutions. The goal will be a 
higher standard of living extending down to the lowest in- 
come-earning groups. If we use our intelligence the possi- 
bilities for creating a better life for our 130 million people 
are very great indeed. 

The S. E. C. study of life insurance —About two months 
ago two members of the staff of the Securities and Exchange 
Commission made a report to the Temporary National 
Economic Committee, based upon a series of hearings relat- 
ing to the institution of life insurance, held in Washington 
in 1939 and 1940. This report, consisting of 447 pages, 
contains a vast amount of material, only a small part of 
which I can now discuss. 

The methods employed by the Securities and Exchange 
Commission in the conduct of the study provide an excellent 
example of the way in which a democratic: government like 
ours should not treat one of its private institutions. Entirely 
too much of the study was based upon half truths,’ biased 
information, incorrect data, and the omission of facts which, 
if introduced, would have led to altogether different 
conclusions. 

An illustration was the critical attitude taken toward the 
methods by which mutual life insurance company directors 
are elected. There was no reference to the basic philosophy 
underlying the conduct of mutual life insurance, to the 
latent power of the insurance commissioners, or to the 
dangers of asking policyholders to choose between rival slates 
of candidates for the positions of directors. 

Another was the treatment of the termination or so-called 
“lapses” of life insurance. A man who had had no life in- 
surance experience was employed by the Securities and Ex- 
change Commission to analyze published records showing 
the ways in which life insurance policies are terminated. 
Some go out of force before the policies have acquired a cash 
surrender value, others are surrendered for their cash value, 
others become death claims or mature as endowments, and 
so on. As is true of all financial programs upon which people 
embark, a certain proportion fall by the wayside. This is 
shown in the termination rates of investments in building 
and loan shares, and in the repossession rates of automobiles, 
refrigerators, and other things bought on the installment 
plan. Human beings are prone to enter into desirable under- 
takings which they later find they cannot fulfill. 

This is true with reference to life insurance. People seeing 
the need for life insurance protection purchase policies which 
later they find they cannot maintain. As would be expected, 
life insurance terminations are high in periods of severe de- 
pression and low in periods of prosperity. In fact, the rela- 
tionship between the two is very close. The deep depression 
of the 1930’s took a heavy toll in life insurance terminations 
when great numbers of policyholders turned to the emer- 
gency values in their policies and either borrowed on them 
or surrendered them outright for cash. For many persons 
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life insurance values were the only ones which stood up when 
financial structures were crashing in all directions. 

Incidentally, it was the record of terminations during the 
exceedingly difficult decade 1928 to 1937 which was empha- 
sized in the report made to the Temporary National Eco- 
nomic Committee. Millions of policyholders were compelled 
by economic conditions to give up their life insurance policies. 
To replace them the companies had to find new prospects 
with money enough to buy new insurance. Looking back 
upon that dark period, it is no wonder that the outstanding 
life insurance in this country suffered a decline of 10 per 
cent from the peak. The loss has now been made up and 
the outstanding life insurance is at an all-time high. 

Returning now to the witness of the Securities Ex- 
change Commission above referred to, we find him using 
figures to reach conclusions that were far from the truth. 
He presented data showing over a period of years the pro- 
portions of policies which had terminated from various 
causes. From these data he incorrectly deduced that only a 
small fraction of policies taken out ever become claims of 
death. Not being familiar with the technical side of life 
insurance, he made an error which completely invalidated 
his conclusions. The error consisted in ignoring the probable 
future experience of the tremendous number of policies in 
force at the end of the period under review. 

We can illustrate the error by referring to census data. 
Since in the 1930 census the average age of the population 
was found to be about 29 years, would it be sensible to 
conclude that this is the average length of life of people in 
this country? Of course not, for the obvious reason that it 
takes no account of the future lifetime of those living at the 
time of the census. When correct methods are employed, it 
is found that the average length of life according to the 1930 
census and the corresponding reports of deaths is about 59 
years. 

Because of the error in handling the life insurance data, 
the proportion of policies likely under average conditions to 
become claims by death is in reality about three times the 
figure incorrectly deduced by the witness from the data he 
had collected. When his testimony was given before the 
Temporary National Economic Committee, no opportunity 
was afforded the companies to question him or to offer testi- 
mony which would have corrected the error. His conclusions 
were given publicly, and naturaly had standing because it 
would generally be assumed that they had been made by an 
impartial body using correct methods of analysis. 

Competition in life insurance—An interesting phase of 
the 447-page report by the two individuals above mentioned 
is a section showing how varied are the costs of life insurance 
policies among the various companies and another section 
asserting that the companies had conferred together to fix 
rates and stifle competition. 

Consider first the situation with reference to mutual life 
insurance. The companies charge rates of premium which 
provide a margin of safety and enable them to make yearly 
refunds to policyholders out of margins found by experience 
to have been unused. No one, of course, can foresee the 
future as far as mortality experience, interest earnings, and 
other contingencies are concerned, and for that reason it is 
impossible to know what the future cost of insurance is going 
to be. Complete data are available concerning what policies 
issued in the past have cost in any given company and what 
they would cost in the future if the current scale of refunds 
should continue unchanged. That is about as far as the aver- 
age prospective purchaser goes in appraising the probable 
cost of a mutual life insurance policy. 

The Securities and Exchange Commission made a study of 
twenty-six of the largest life insurance companies, of which 
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eighteen are mutuals. Although some charged the same gross 
premium for certain policies, no two companies had the same 
net costs to policyholders either on the basis of past experi- 
ence or on the assumption that the basis for current refunds 
would be continued in the future. It is a bit difficult in this 
situation to find evidence of any effort to stifle competition 
in the life insurance part of the business of these mutual 
companies, which on the basis of premium income represents 
about 85 per cent of their total business. 

A small group of stock companies, some of them issuing 
both participating policies and policies on which flat rates 
without refunds are charged, charged the same flat rates for 
certain policies. The new ordinary business of these com- 
panies, including both kinds of insurance, represents less 
than 10 per cent of the total new ordinary business being is- 
sued by the twenty-six companies. These stock companies 
are of course in direct competition with the mutual com- 
panies issuing the participating insurance already described. 
The fact that they charge the same flat rates is insignificant 
in a broad view of the competitive situation in the field of life 
insurance costs. 

In the field of group insurance a situation developed sev- 
eral years ago in which the supervisory authorities felt that 
it would be well to eliminate possible dangers through un- 
sound competition in connection with the gross premiums 
charged for such insurance. It was felt that gross premiums 
should be adequate as far as security was concerned and that 
the competition should center on the net cost to the policy- 
holders resulting from the payment of dividends or the ad- 
justment of premiums based upon actual experience. Accord- 
ingly, this stabilization of gross premium rates was accom- 
plished through intercompany conferences, the results of 
which were submitted to the supervisory authorities. The 
effect of the plan is to preserve the element of safety and at 
the same time to maintain keen competition in the selling 
of group insurance. If any employer desires to test the matter 
of competition, just let him publicize the fact that he is in 
the market for group insurance covering his employees. He 
will not have to wait long to discover that among the com- 
panies issuing group insurance there is the most intense com- 
petition in the matter of costs and services rendered. 

A considerable part of the assertion that confeernces had 
been held by the companies to fix rates resulted from the fact 
that they had conferred on the subject of annuity premiums 
and those features of life insurance policies which provide 
for settlements guaranteeing interest rates and future annuity 
returns to beneficiaries. These conferences resulted from 
the problems created by falling interest rates and were 
essential to protect the interests of policy holders. 

Take annuities as an example. They are usually sold 
for relatively large single premiums, which should be in- 
vested promptly. When the interest rates on new invest- 
ments fall below the assumptions underlying the premium 
calculations, premium rates have to be increased. If some 
companies increase rates and others do not, the companies 
that lag behind have abnormally large sums of money 
poured in upon them for investment which may cause them 
heavy loss. Accordingly, where annuity rates were being in- 
creased each company wanted to protect itself by not being 
left with low annuity rates when other companies were 
adopting higher ones. 

The reason for the conferences therefore was to com- 
pare judgments with respect to the proper basis for annuity 
charges and ‘to protect companies from the heavy losses that 
would be inflicted upon them if they lagged behind when 
the changes were being made by other companies. The re- 
sults of the conferences were made known to the super- 


visory authorities, and there is no doubt that if they had 
not approved they would not have permitted the new rates 
to go into effect. Furthermore, because of the fact that 
companies which believed the new rates were too high were 
at liberty to continue to use lower rates and thereby to 
invite a land-office annuity business, the situation was in 
actuality self-regulating as against the charging of rates 
that were too high. 

Owing to the fact that the conferences between com- 
panies were fully publicized and that all changes in rates 
or policy provisions resulting therefrom were submitted to 
the supervisory authorities in the several states, the charge 
that there was collusion or other action not in the interest 
of the public is not valid. The treatment of the subject 
of intercompany conferences by the Securities and Ex- 
change Commission was superficial and was presented in 
such a manner that it created a false impression. 

In connection with the life insurance study, it was em- 
phasized continually in Washington that it was concerned 
only with “facts,” the inference being that it must there- 
fore paint a true picture of what was going on. I am re- 
minded of the story of a sea captain who, strange to say, had 
no use whatever for liquor. His first mate, however, was 
quite different; in fact was at time irritated by his cap 
tain’s self-control. One day the mate was commissioned to 
write the log. After recording the routine items, he con- 
cluded the entry with this sentence: “The captain was 
sober all day.” Factual, purely factual, but almost as mis- 
leading as a direct false statement. 

Unfortunately, entirely too large a proportion of the 
study made by the Securities and Exchange Commission was 
either incomplete or presented in so biased a manner that 
it gives an entirely false impression to the layman who 
thinks he is getting all the facts. 

Because of the improper conclusions to be drawn from 
the record of the hearings, a group of life insurance com- 
panies—178 in number—filed a statement touching upon 
many of the subjects involved in the study. Although it 
was filed last August, the published 447-page report above 
mentioned makes no reference to the statement, despite the 
fact that this report it the one designed for reading by the 
public generally. The record of the hearing before the 
Temporary National Economic Committee does contain the 
statement, but it is to all intents and purposes lost to the 
general public in the 4000-odd pages covering life insurance 
hearings. 

It must be clear to all neutral observers that for an arm 
of our government to treat in this manner an institution with 
a record as favorable as that of the business of life in- 
surance is both unfair and not in the democratic tradition. 
It smacks entirely too much of the methods of autocratic 
government seeking to preserve the semblance but not the 
actuality of impartial investigation. The cause of democ- 
racy will not be forwarded by such methods. 

It should be made clear, of course, that no responsible 
person in the life insurance business would assert that im- 
provements cannot be made in the way it is carried on. 
Like all other lines of business, it has difficult problems to 
solve. Earnest efforts are being made to solve them. A 
thorough study by a governmental agency seeking in a 
friendly manner to obtain all the facts in their true per- 
spective could not but be helpful. Unfortunately, the good 
that might have resulted from the study made by the Secur- 
ities and Exchange Commission has to a large extent been 
nullified by the omission of relevant facts which would have 
created an entirely different impression, by the atmosphere 
of apparent hostility frequently manifested, and by the 
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feeling that the study was being used as a springboard for 
bringing life insurance under the control of the bureau- 
cratic system in Washington. 

Fortunately, the final report of the Temporary National 
Economic Committee, issued on March 31, creates a very 
different impression from that produced by the report and 
recommendations of the representatives of the Securities and 
Exchange Commission previously discussed. Specific recom- 
mendations are made for strengthening the state supervisory 
system. Three suggestions relating to possible ways in which 
the federal government might supplement state supervision 
in certain areas are made, but recommendations for federal 
regulation of life insurance are not approved. The situa- 
tion, however, is one which will bear the most careful 
watching, as there seems to be little doubt that those who 
believe in a planned economy would like to have the federal 
government exercise control over the investment of life in- 
surance funds. They may be counted upon to seek to 
achieve that objective by starting with apparently innocuous 
proposals which would get the nose of the Washington 
camel into the life insurance tent. 

In conclusion—In the midst of a world shaken by the 
mortal conflict of two opposing philosophies of government 


and human liberty, we have been touching upon only one 
small segment of the whole picture. By reason of the stress 
and strain of the world conflict, this country is having to 
adopt more and more the principle of centralized direction 
from Washington. It is essential that we go no farther than 
is necessary in this direction and that the war emergency 
be not used as a pretext by those who at heart believe as a 
permanent policy in the regimentation of our economic life 
by Washington bureaus responsible to the political 
government. 

The two suggestions coming from representatives of the 
Securities and Exchange Commission that functions of life 
insurance regulation should be assumed by the federal gov- 
ernment and that folicyholders’ funds should be invested in 
venture capital of new enterprise are the clearest kind of 
warning signals. Federal government control of the invest- 
ment of life insurance funds would constitute an important 
step toward the bureaucratic control of our economic life 
from Washington. If we are to succeed in the struggle to 
preserve democracy and human liberty we do well not to 
break down through federal regulation the checks and 
balances that go with the time-tested system of insurance 
supervision by the individual states. 


Freedom For What? 


PRESERVE A FREE PRESS AND YOU SAVE AMERICA 
By WALTER D. FULLER, President of The Curtis Publishing Company and President of the 


National Association of Manufacturers 
Delivered before the National Editorial Association, Jacksonville, Florida, April 22, 1941 


national emergency, I prefer to greet you not as fel- 
low publishers . . . not as fellow editors . 
as guardians . . . guardians of a priceless heritage . 
the guardians of a free press of a free people. 

An informed people is fundamental to a continuance of 
this Republic. Therefore nothing is so vital to the whole 
future of our country as the public opinion molded by a free 
American press. 

I know of no exception—not even guns, tanks, ships or 
airplanes. The force of American public opinion can pro- 
duce a cloud of airplanes, all the guns and ships we can pos- 
sibly need to make America supreme in the air and on the 
land and sea. 


ADIES AND GENTLEMEN: In these days of great 


. but 


VoLUNTARY COOPERATION ANSWER 


An aroused public is the source of that greatest of all 
forces referred to by Woodrow Wilson as the “voluntary 
cooperation of a free people.” 

And that power is “on the march” in this land, for statis- 
ticians tell us that in nine months we have made more 
progress, working together as free men, than Hitler did in 
two and one-half years with his much-vaunted government 
dictated economy. 

During recent weeks in connection with my duties as 
president of the National Association of Manufacturers, I 
have visited and talked with people in the key industrial cities 
throughout the East and South and into the Southwest. I 
have talked with people in many walks of life—individual 
people, active, ambitious people, engaged in making a living 
and advancing their welfare and the nation’s welfare. 

Soon the tour into other sections will be continued. Soon 
forty-one meetings will have gathered into regional councils 


the responsible industrialists of all the manufacturing areas 
of the country—some 24,000 people. The theme of these 
meetings is “Preparedness for Today and Tomorrow.” 


Inpustry ALL-OvuT For DEFENSE 


Should anyone have a doubt about the all-out eagerness 
of industrial management to do speedily and well what is 
asked for the country’s defense, let that doubt die here and 
now. 

American industry already has completed more than $3 
billion of the first $12 billion of goods ordered. Productive 
facilities of American aircraft factories increased 28 per cent 
in the 59 days ending March 1. We are well on toward em- 
ploying 1,000,000 persons in aircraft production. 

The machine tool industry has expanded by 2,000 per cent 
over the depression low. 

The two-ocean Navy will be ready two years ahead of 
schedule. Our newest battleships are coming off the ways 
a year ahead of program. 

The first powder plant was built in Virginia in record- 
breaking time. 

Steel production is at an all-time high. 

Employment has increased more than 2 million persons and 
another 5 million will be reemployed within the next few 
months. 

United States industry, according to a survey just com- 
pleted by the National Association of Manufacturers can 
increase use of its existing facilities 20 per cent for defense 
production when the orders are ready. 

Thre are no slackers in industry. 1 report that to you for 
our joint patriotic pride. 

These contacts have produced a deep conviction, a con- 
viction that the aspirations and the definitions of freedom— 








468 


Vital Speeches of the Day 





which is the mainspring of our defense interest—can be 
clarified and made vocal only through a free press. 


“FREEDOM FOR WHAT?” 


‘The workings of American democracy depend upon an 
informed public opinion. Freedom of the press is an institu- 
tion without which our democracy cannot live. More and 
hetter use of freedom is freedom’s only defense. 

And, yet, it is not enough to mouth terms like “freedom” 
and “democracy.” In these days of trick presentations mere 
words are often a cloak for ambitious changes of basis forms. 
And so I pose the question—‘‘What freedoms do we defend ?” 
“Freedom for what?” Well, most obviously freedom from 
concentration camps, from a controlled press, from sub- 
jugated enterprise, from down-trodden humanity, from a 
dominated educational system—freedom from all goose- 
stepping of the minds of the people. 

Most obviously, too, we stand for freedom for free discus- 
sion, for free investigation. We stand for the right of exist- 
ence of the inspiration of learning. We stand to maintain the 
continued challenge of research, of discovery. We support 
invention as a free process of enterprise by which is brought 
about the highest degree of social betterment. 

Remember, Hitler’s dupes think they are fighting for 
freedom. Freedom for state socialism to impose its way 
on all the world. 

Fascist Japan asks no more than “freedom” to exploit all 
the Far East—and as much adjacent territory as it can over- 
run, 

And in our own country—the United States—we are be- 
ing told by some spokesmen that democracy is no more or no 
less than the rule of the majority. 


PROTECTS THE MINORITY 


But the true glory of our Republic-form of democracy is 
that it is the one form of government ever contrived, that 
protects the rights of a minority. And remember that all 
advance—all desirable forward moves—start as a minority. 

Is rule of majority for America to extinguish the rights 
of minority ? 

Is it to be the crippling, strangling rule of a bureaucracy 
which ignorantly thinks that our social and economic sys- 
tem is worn out, and that future security lies in equalitarian 
poverty ? 

Or, may it become, in time, not only absolute rule by a 
majority, but by a chosen few leaders of that majority? A 
despotism ? 

Yes—all these things can happen to us if a sleeping people 
permits it. 

John Philpot Curran, the famous Irishman, once said: 

“It is the common fate of the indolent to see their rights 
become a prey to the active.” 

Who will keep the people vigilant of their rights? A free 
press? 

Assurance was given last week by the President in a letter 
to the American Society of Newspaper Editors that “there 
will be no government control of news unless it be of vital 
military information.” 

That is the personal pledge of the President. But as the 
President pointed out in his letter, the real guardian of free- 
dom of the press is the press itself. It is our responsibility to 
be ever vigilant to protect freedom from those close to high 
places in government who have attacked the press, who by 
their acts have shown they conspire to take us over. 

The enemies of the press are many and they are at work 
in many and devious ways. You have seen their handwriting 
on the wall many times. 


To those who challenge the right of a free press, I can give 
no better answer than to quote the final words of the Presi- 
dent’s letter: “I cannot better close this message than with 
the final assurance that those who disagree with what is be- 
ing done, and with the manner in which it is being done, 
are free to use their freedom of speech.” 

Adherence to that assurance is all that the proponents 
and guardians of free speech ask. 

We must be vigilant of the misuse of basic freedoms. 

Religious freedom means more than the right to join any 
church. It means the right to refrain from joining as well 
as the right to join any church. Rights must not become the 
excuse for inquisition or coercion. The right to strike must 
not become the literal right to strike with clubs those who 
do not believe, or join as you do? Government-compelled 
membership in any organization is Fascism—the antithesis of 
labor freedom. 

Newspapers, magazines and other forms of a free press 
must present light on the public record so the people can 
see and make up their minds intelligently as to what course 
is best for the nation. 


A Jos to Do 


There is confusion today in public opinion. We do not 
have the full force of American thinking behind our tre- 
mendous defense program. No wonder there is such a 
crying need for truth and for the courage to tell the truth. 
You are specialists in the art of separating the truth from 
the weeds of propaganda which flourish on all sides today. 

Currently, we need the corrective influence of public 
opinion on all phases of our national life. Some of the topics 
on which clarification is especially necessary are: 

The tax situation. The public understands that defense 
will have to be paid for. There is still confusion as to when, 
and how. The outright taking of the entire incomes of the 
so-called rich would pay only a fraction of the domestic ex- 
penses of the government. Defense costs should be paid as 
far as possible as we go, lest the country’s future be mort- 
gaged into bankruptcy; and that can be done only by broad- 
ening of the tax base. Sound financing of the nation’s de- 
fense will depend upon the public, and what the public de- 
cides will depend upon the information it gets from us. 

The threat of inflation. Ten years of deficit financing have 
stuffed the banks with inflationary dynamite. The public does 
not realize that. Nor that a rising cost-price-cost-price spiral 
will touch that off. Although the public is not yet aware of 
the situation, manufacturing costs, both wages and mate- 
rials, have risen faster than the prices of finished goods. This 
means that manufacturers themselves have absorbed a sub- 
stantial part of the difference. 

The truth about prices. Preparations are being made to 
spank industry for raising prices, despite the added cost of 
taxes imposed by government and the added labor costs en- 
couraged by government. Leon Henderson has said that price 
limits will be enforced by “economic sanctions,” which means 
by non-juridicial means. As he announced the plan, the press 
was to be asked to cooperate in destroying the business of 
any firm which arouses the displeasure of the new price- 
fixing board. I believe you will agree that light not heat is 
what is really needed here. 

The strike facts. Various Washington spokesmen have 
told the public that strikes in defense industries do not 
amount to much. Have you noticed that the report of the 
British Ministry of Labour and National Service shows that 
industrial disputes in Great Britain for the whole year of 
1940 caused a loss of 940,000 working days. By way of con- 
trast, the Bureau of Labor Statistics in Washington has just 
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reported a total of 1,000,000 man-days lost in America during 
the short month of February. British labor knows what 
American labor has not yet come to realize—that production 
is the first, and ultimately the last, line of defense in a time 
of war. 

Enough time has already been lost in this country through 
strikes to build 480 heavy bombers, or twenty-four destroyers 
or a half million modern Garand rifles. 

Perhaps the mothers and the fathers of the draftees will 
feel differently about how important strikes are when they 
see these figures. 

Today it is produce or perish. The issue and the battle 
are production. But there are those among us who would— 
come what may—make the issue unionism and the battlefield 
America. 

Remember the German plan is to conquer America with- 
out firing a shot, or landing a soldier. Conquest by indiffer- 
ence, by apathy and by dissension is what the Nazi program 
calls for here. That is the published version. They think it 
will be the easiest victory any nation ever won. They have 
said so. 

It’s the job of a free press to wake up America to the threat 
that lies back of national disunity. 


Keep IDEALS ALIVE 


Without the fire of idealism our defense will lack the bril- 
liance of our past national military achievements when we 
were inspired with the fullest understanding of the cause for 
which we fought. We can fight for our freedoms and lose 
them at the same time if there is not popular appreciation of 
the issues. 

All that will be necessary for us to win and lose at the 
same time will be for the press of the nation to give up its 
hard-won freedoms and concur in the propaganda and antics 
of a supposedly new order. 

Editors have a double responsibility. 

Custodianship of the freedom of the press is singularly in 
your hands. The right to report; the right to analyze; the 
right to discuss; the right to print all of the news; the right 
to balance and to warn, to praise or to blame where either 
is due; the right to present both sides of any question—these 
rights can be kept alive only by their exercise. 

But newspapers and magazines are more than pages filled, 
however alertly and honestly, with able print. 


Newspapers ARE PRIVATE ENTERPRISE 


Newspapers and magazines are also properties. Journalism 
is free enterprise. Thus, we are doubly under attack as 
“Tories of Journalism” and “Princes of Privilege.” 

An astute lot these people who seek to undermine the es- 
tablished order—for they, like Hitler, follow the tactic of 
divide and whip. Whip all the component parts of private 
enterprise separately and then all they have to do is conceal 
the body somewhere. 

Now we all know that you cannot have an intellectually 
and morally free press unless it is economically free. Nobody 
knows it any better than the adroit defamers of the system. 

A publication, however free from government regulation, 
cannot really and actually be free unless it is profitable. And 
we cannot remain economically free except in an economy of 
free enterprise. 

A free press with its concurrent free speech and free 
political institutions, free religion, and free private enter- 
prise are the three legs of the tripod upon which the whole 
structure of free democracy stands. If one is destroyed the 
whole must collapse. 

But the relation between free press and free enterprise is 
the most absolute. 


HicH STANDARD OF LIVING 


One of the particularly American phases of our way of 
life is the insistent desire and provision for more things, 
better things for more people at lower prices. The maker 
of this is mass production and his accompanying handmaiden 
—advertising. 

But advertising is bad, say the detractors of the system. 
No less an authority than Assistant Attorney General Thur- 
man Arnold refers to advertising as “a modern refinement 
upon the method of circus barkers.” He charges that tobacco 
companies, automobile manufacturers and others have created 
such a demand for their products by advertising that the re- 
tailer has got to carry them. The backfire on this govern- 
mental attack became so acute that Mr. Arnold issued an 
explanation that did not explain. It did not conceal the trail 
of intention to throttle the business system. It amounted to as 
much of a solace as Rrutus apologizing to Caesar after 
the kill. 

Of course, the Assistant Attorney General has no legal 
authority over advertising except the newly discovered black- 
jack of consent decrees by which, laws or no laws, corpora- 
tions can be coerced to do the will of government. 

Mind you, this is not simply an attack upon unethical prac- 
tices in advertising. This is an out and out attempt to shut 
off the life blood of a free press by branding all advertising 
as anti-social and uneconomic. 

It is advertising that provides the current for the flow of 
goods and keeps America’s factories busy and its people em- 
ployed. Americans everywhere should salute the press for 
what advertising has done in stimulating production in this 
country, so that in this time of emergency, we have the plant 
capacity and the manufacturing skill to produce our defense 
needs. 

Theorists preach that a press cannot be free with paid ad- 
vertising, they attempt to seize the consumers’ movement for 
the ulterior purposes of attack on private enterprise. 

They advocate that there should be an arbitrary discourage- 
ment tax upon American consumption so as to build an arti- 
ficial backlog for post-emergency days. These defeatists want 
us deliberately to cut our standard of living below the actual 
needs of the defense program. 

They ignore the fact that the needs and wants of 130,000,- 
000 Americans accumulated in the last ten years are far 
greater than any artificial backlog could possibly be. They 
would close the faucet of consumption, the flow of better 
living for all-America when we need a high level of morale 
and as many of the comforts of living as these trying times 
permit. 

Again, let us ask the question: “Freedom for what?” 

Freedom for a lower standard of living—freedom to reach 
a secure poverty? 

Maybe that is what the American people want. But if it 
is I have completely lost my perspective as to American 
ideals. 

Atracks WEAKEN PREss 


Is this campaign of defamation of the press having an 
effect ? 

Fortune Magazine recently showed by a survey of popular 
trust in reporting that 22 per cent would believe a radio 
bulletin, and 11 per cent a newspaper item. 

The significance is not in the difference between radio 
and newspaper, but in the fact that the general attitude of 
radio listeners is one of distrust in the radio and likewise 
the majority of newspaper readers distrust the newspapers in 
matters of dispute. 

It means that a long campaign designed to smear free 
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private enterprise has produced as one result a widespread dis- 
trust of news reporting. 

Surveys that show lack of confidence are surveys of cyni- 
cism. Skepticism may be healthy but cynicism is skepticism’s 
occupational disease. Unfortunately cynicism votes. 

Both newspapers and radio are “properties” before they are 
news services in the public mind. And property has been made 
suspect. 

Journalism—whether newspaper, magazine, or radio— 
which furthered such smear campaigns befouled its own 
nest. Journalism’s reputation suffered with that of all free 
enterprise. 

It is time that journalism analyzed its position. 

There must be eternally preserved the right of frank 
criticism, and when proper, the privilege of straight-forward, 
courageous and unwavering attack upon those men and 
measures that would destroy all rights and freedoms in the 
United States. 

Personages so criticized do not like it. The first thing a 
dictator discovers is that a free press is a nusiance. He 
abolishes it. 

Hitler has abolished 2,700 publications in Germany since 
1933. 

In their places have arisen Hitler’s newspaper, Goering’s 
newspaper, Goebbels’ newspaper. 

In Germany all news is funnelled out by the Reich. 

The Deutsches Nachrichten Blatt—the news service of 
Germany—is government-owned. The German Radio Cor- 
poration is of course government operated; Mr. Goebbels 
picks the stars and prescribes the propaganda for German 
movies—for a dictator cannot trust any public opinion he has 
not monopolistically created himself. 

There are no Virginio Gayda’s leaking out the official 
viewpoint for our government—no particular newspapers like 
Pravda does for Moscow or the Popolo d’Roma does for 
Italy that speak officially for our government at Washington. 
There might be a few columnists who think they do, but I 
can recall only one who does. Controlled news and press 
sources are the first ear-marks of a regimented slave nation. 
‘No Nation,” says Carlyle, “is great unless it has a voice,” 
and the voice of freedom in Germany has been reduced to 
vociferous but subservient Heils for the Fuehrer. 

God forbid that we free Americans are ever so intellectu- 
ally enslaved. 

We must be eternally vigilant in the exercise of our pub- 
lic trust as custodians of a free enterprise so that neither the 
hands nor the minds of our people are relaxed against the 
inroads on our freedoms. 

I am sure that when you read the final report of the 
TNEC you found it, as I did, in some ways a surprising docu- 
ment. This is the committee which was commissioned to 
find out what is wrong with us—what has “undermined the 
foundation of both free enterprise and free Government in 
the United States.” 

This committee came forth on March 31 with the clear- 
cut declaration against continued government spending as the 
cure for our economic ills. It proposed, instead, that en- 
couragement be given to free enterprise and to the use of 
private capital. 

Here is what the report said: 

“We cannot continue to rely upon Government expendi- 
tures, whether by way of contribution or loan to sustain en- 
terprise and private employment unless we are willing to 
invite eventually some form of the authoritarian state.” 


Anp WHEN Peace Comes 


When world peace finally comes, as it will, American pub- 
lic opinion will decide whether we are going co solve our 


domestic problems—those problems which have been hanging 
over our heads since 1930. It will decide whether we shall 
continue dilly-dallying with a dangerous mixture of Fascism 
and Socialism in our Democracy or whether we will call 
forth again all the power and glory that lies in the real 
American way—the freedom of enterprise and the freedom of 
accomplishment. 

If these all-important decisions flow freely from the un- 
tainted springs of a free American press everywhere we need 
have no fears about America’s future. If not, we can expect, 
in this country, further infection from what the TNEC 
report the other day surprisingly declared are the “germs” 
of both Fascism and Socialism “apparent in our own econ- 
omy,” supporting the statement with reference to the Bitu- 
minous Coal Act which is branded as ‘‘Fascist,” and the 
T.V.A. which comes under the head of Socialism. 


INFECTING A REPUBLIC 


That is what has happened as we have infected Democ- 
racy with the germs of Fascism and Socialism. It is what 
will happen more and more in the future unless we purge 
ourselves of these poisons. 

What we have done is put restrictions upon the freedom 
of accomplishment. 

Freedom of accomplishment and freedom of the press are 
one and the same for neither can exist without the other. To- 
gether they stand as the foundation stones upon which all of 
American building in the last 100 years has been done. They 
stand, too, as the hope for a prosperous and happy future. 

Freedom of accomplishment is freedom of enterprise—it 
is the freedom to engage in the business we want, to pro- 
duce what the market requires and to sell where the market 
exists. It is the freedom to lift the American standard of 
living by initiative and ingenuity. 

The way to protect the system of American initiative is by 
more initiative. 

This is America. This is the land of initiative. Initiative 
has made us great—so great in fact that other people would 
like to take us over. 

By initiative we will preserve and safeguard America for 
Americans and we will go forward to initiate such an era 
of security, opportunity and happiness as even we have never 
enjoyed. 

More than ever before the responsibility of publishers and 
of editors today is to be vigilant. Preservation of our free- 
dom depends upon that. It depends upon vigilance that comes 
before and not after an act is committed or legislation passed. 
And it depends to a large degree upon aggressiveness which 
will search out the facts in these critical times and turn the 
white light of publicity into the dark corners. 

Mere reporting of events that transpire is only half the 
job. The responsibility of the American press in these critical 
times, when so many sincere and patriotic Americans are be- 
wildered by world affairs, is to fully weigh the implications 
of all proposed legislation and to determine what is in the 
minds of the men behind the scenes in Washington. 

Your association can perform a real constructive job 
through the efforts of your recently appointed committee to 
give attention to proposed legislation so that you may be 
fully informed as to its meaning, before, instead of after en- 
actment. With the vitality and resources of the press on 
guard, the real freedoms of America can be protected. 

It was Lincoln who said: “Let us have faith that right 
makes might; and in that faith let us to the end dare to 
do our duty as we understand it.” 


SEEKING PERFECTION Is DEMOCRACY 


Ah! say the reformers; but there are bad publishers and 
those who misuse the freedom of the press; only those who 
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think as we do can be trusted with the freedom of the press. 

Jolly lot, these make-over boys, always smearing and 
tainting the whole with the faults of the rare exception ; since 
such a course serves their purposes so well. 

True, publishers—like politicians—are imperfect. Imper- 
fection characterizes the human race. Without imperfections 
life would lose its goals. 

Democracies are imperfect; private enterprise is imperfect. 
But the big thing to remember is, that endowed with free- 
dom the individual can be both the critic and the corrector 
of imperfections. 

For, as Montesquieu so aptly said, “In a free nation, it 
matters not whether individuals reason well or ill, it is sufh- 
cient that they do reason.” 

Freedom is always a responsibility. You can measure free- 
dom of the press only in tolerance of the people, not tolerance 


of government. Abuse that privilege and you well know 
you won’t have it long. 

Preserve a free press and you have saved America. 

That is our job, gentlemen. 

Our job, not as publishers or private enterprisers, not as 
Democrats or Republicans, but as free men. 

“The laws of our country have given us the right,” said 
Andrew Hamilton in the famous Zenger trial, “The right, 
the liberty of both exposing and opposing arbitrary power in 
these parts of the world at least, by speaking and writing the 
truth.” 

There is no greater duty vouchsafed to man than the up- 
holding of that sacred principle of freedom. 

Thus in our hands, as editors and publishers, are the issues 
of great good and great evil—the issue of life and death for 
our State of Freedom. 


Lost: Labor’s Love 


THE PRICE OF INDUSTRIAL PEACE 


By DR. ROBERT RIENOW, Professor of Political Science, N. Y. State College for Teachers, Albany, N. Y. 


Delivered during the WGY Farm Paper of the Air—a week-day, noon-time broadcast from WGY, 
Schenectady, N. Y., March 26, 1941 


“All out” aid, it is unity of purpose. We won’t have 
that as long as Americans think about industrial and 
labor problems with their blood or some part of the anatomy 
besides what is under the skull. This is not the time nor 
place for a brief for employer or for labor. In fact, if I 
took the old Moroccan adage to heart—it runs like this: 
“When you see them worshipping an ass, 
Call him beautiful and bring him grass.” 


If I took that to heart, if Markham here took it to heart, 
we would avoid the topic as one too hot to handle. Instead, 
we might mollify our self-esteem with a eulogy on American 
industrial prowess. The trouble with a eulogy is that it 
usually precedes an elegy. Too often it is mere whistling in 
the dark. 

If this war teaches anything it is the power of spiritual 
unity; from the miracle of Dunkirk to the Battle of England 
and the Grecian conquest of the Fascist legions, morale has 
been the deciding force. On the other hand, the fortresses 
of the Maginot line, shot through with dissention, were of no 
avail. The defense of France with mere engineering skill 
was a total failure. It ignored the human element. 

We have not learned that lesson. From all sides, official 
and unofficial, we have been fed with the Maginot myth. 
It is that our superiority in production, our weight in the 
world, our ability to meet our international commitments, 
depends on two things and on those two things alone. Vast 
resources and the technique of mass production. We rest our 
defense, like the French, on our engineering skill and the 
accumulation of supplies. Can we make planes? For the 
answer we run to our captains of industry. Can we make 
tanks? It is a mere question of the conversion of an as- 
sembly line from the production of perhaps automobiles to 
tanks. If our experts tell us it can be done, so it can. 

Even the most elementary study of the economics of pro- 
duction recognizes the error of that view. The success of the 
manager in peace-time production to produce depends on the 
capacity to mix three ingredients, not two. He brings to- 
gether resources or raw materials with technical skill and 


I* there is anything a nation needs in time of war or 


labor. The key to the success of many of our enterprises is 
lodged in the harmonious relationships with labor. The key, 
therefore, to successful war-time production depends, no less 
upon cooperation between labor and management. 

We must, and the demand is imperative, dismiss from 
our minds the Maginot myth of America if the all-out effort 
is not to become a pass-out act. 

We dare not close our eyes to the critical problem before 
us. We must face it, and indeed if we need another proverb 
to impel us on we can find in the same source one that reads 
like this: 

“The fruit of courage makes life rich and full 
If man feared sheep, then men would wear no wool.” 


Great Britain also launched its defense of the island on 
the wrong foot. It took her nine months to find out that 
modern war wasn’t a part-time job. It took her until May 
of 1940 to discover that this was a war of people against 
people, and that most of the people were laborers; indeed, 
all of them would have to be to win. It was then that labor 
was invited to the inner councils; it was then that the com- 
mon man was given to understand that he was the appointed 
here, not his boss. If was then and thereafter that he pitted 
his freely given effort against the regimented sweat of 
Fascist workers. 

Right there was unleashed a force that dictatorship had 
scarcely contemplated. It was an unused page of the hand- 
book of democracy to which England turned. On it was 
the formula for unifying the nation in the face of stress. 
For building production on the energy of human beings in- 
stead of the blueprint of the experts. It brought forth planes 
—3,500 a month—that will soon cloud the skies. It brought 
forth a spirit of brotherhood and common sacrifice never 
before tapped. 

Why do we refuse to turn the page? Where did we 
start and how far have we moved? Starting with the 
Maginot myth, press and public have hounded labor. We 
think of it more as a necessary evil which only our tradi- 


tional productive genius can overcome. The psychology is 
bad. 
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Have we not all seen the young boy who had been stamped 
as worthless by his family, his teachers and his elders? From 
every side he is harried and taunted with his shortcomings. 
Seon, convinced that the world is against him, he plays the 
role to which he has been assigned. He turns out truly bad. 

Likewise, we Americans, if we stamp the scarlet letter on 
the forehead of any segment of our people, thereby invite 
action to suit Our expectations. 

Let us revise our economics. Let’s begin to see that a 
willing labor (and the term labor really includes us all) 
will gather its raw materials as in England, from the ash 
heaps after work, will force the management to heights of 
accomplishment that neither the lure of profits nor the 
plaudits of the press can match. 

Labor, the men and women who labor, is young in re- 
sponsibility, and so youthful in spirit. Endow it with pride, 
with a sense of obligation, of new-won importance, and you 
reap the accomplishment of which Emerson spoke in those 
inspiring lines: 

“So nigh is grandeur to our dust 
So near is God to man; 
When Duty whispers low, “Thou must,’ 


x9) 


The youth replies, ‘I can’. 


There is the key. To smear labor, to distrust labor, to 
chatter idly of enforced labor and outlawed strikes is to 
throw the laboring man and woman into the arms of the 
least able of its leaders. It is not labor that is opposed. It is 
short-sighted union leadership that is disliked. No right- 
minded man can bless unions for all they’ve done. Their 
record is besmudged, even as yours and mine. Tuo often they 
have blazed their path with gashes that were slow to heal. 
Unions like management have on occasion been guilty of 
pursuing their selfish course without regard to the effect on 
fellow men. That is all beside the point, and yet it may be 
the point itself. 

Threaten the prestige of labor, brand the worker as an 


gutcast in the job of creating this arsenal of democracy, deny 


him the recognition of the nation, and you drive him to de- 
fend himself under whatever leadership he has at hand. And 
that leadership, bearing our history in mind, will make its 
bid for permanence with increased wages won, successful 
strikes conducted, and victories over employers on whatever 
score. 

But if instead, we openly admit that on the initiative of 
the men at the machines depends our future, if we justly 
dignify the laborer as the man in whose hands, as much as in 
anybody else’s, our destiny rests, we have changed the picture. 
Mind you, the problem is not, I believe, one of “buying” 


labor peace with either a few paltry dollars or verbal salve. 
It is an intangible price to pay. It is recognition. It is the 
slap on the back, the appreciation of fellow men, the very 
thing that drives you and me into arranging the program 
for the Rotary Club, into taking the presidency of the Parent 
Teachers Association, into building up our business and 
taking care of our front yard. It is the greatest impelling 
force known to mankind. 

Once labor is so welcomed to the job of defense, the big- 
gest task is over. We are really a united people. No one 
hates Fascism like the laborer. No one has a greater stake in 
the defeat of the would-be conquerors whose careers are 
punctuated with the successive enslavement of the workers. 

Is it conceivable that this great nation has been carried to 
the point of all-out assistance for Great Britain without the 
vigorous support of labor? Is not the overwhelming public 
opinion which has moved a surprised and somewhat reluctant 
Congress to ever more aggressive action, the opinion of all 
of us, organized and unorganized laborers? 

Labor is ready, it senses the great ends for which we fight. 
Business is ready; it senses those ends, too. The public feels 
the issues that are at stake. In the words of Patrick Henry: 
“Why stand we here idle? What is it that gentlemen wish?” 

Are the bickerings of the past so sweet as to be purchased 
at the price of chains and slavery? Why not state the goal? 
Why not tell what it is we are defending? Why not lift 
the veil that hangs over the word “defense”? Why not de- 
clare that we defend, not everything good and evil that we 
have? We defend the good we have, and it is much, to- 
gether with the chance to build upon it a structure fashioned 
from our dreams. 

There is the price of industrial peace and common victory. 
The sincere and honest pledge that we are not only defending 
America but the opportunity to better its democracy. That 
is all we need. Trumpet that pledge—take the dullness and 
the sludge from the word “defense’—and the rush of men 
to the posts will trample underfoot anybody, leaders or 
lords, who obstruct the production path. 

The call is for new thinking, generous new thinking based 
on the democratic theme of brotherhood. It calls to mind 


the words of Kahil Gibran: 


Life is indeed darkness save when there is urge, 
And all urge is blind save when there is knowledge, 
And all knowledge is vain save when there is work, 
And all work is empty save when there is love; 
And when you work with love you bind yourself to 
yourself, and to one another, and to God. 


Democracy and Economic Life 
in The United States 


THERE IS NO SAFETY FOR THE COUNTRY IF THE POLITICIANS “PLAY SAFE” 
By BENJAMIN M. ANDERSON, Pu.D., Professor of Economics, University of California at Los Angeles 
Delivered before the University of California at Los Angeles, April 14, 1941 


Y theme is democracy and economic life in the 
United States. I emphasize the words “in the 


United States.” I do not wish to bring you merely 
theoretical speculation about democracy in general or about 
economic life in general. Our democracy has been and is 


a turbulent and restive democracy, impatient of governmen- 
tal restraint unless fully convinced that the restraint is nec- 
essary. It is a democracy which is perfectly capable of 
imposing a sweeping restraint in an impulse of strong ideal- 
ism or at a time when it is strongly moved by anger. 
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We saw this, for example, in the adoption of the Eigh- 
teenth Amendment to the Constitution imposing a sweeping 
Federal prohibition on alcoholic beverages. That same 
democracy, testing prohibition and finding it distasteful, 
increasingly tolerated and sympathized with violation of the 
prohibition law and finally swept away the prohibition 
amendment. 


ATTACHED To Loca. LIBERTY 


It is a democracy with strong attachment to local liberty, 
a democracy in which whole States and whole regions have 
more than once set aside or evaded Federal laws which 
seem to them inappropriate to their local conditions. The 
most conspicuous case of this, of course, is the attitude of 
the States of the old South toward the Fifteenth Amend- 
ment to the Constitution, an attitude which on the whole, 
though sometimes grudgingly, is acquiesced in as a more or 
less necessary thing by the rest of the country. But it will 
not be forgotten by Californians of the earlier generation 
that from 1862 to 1879 the Legal Tender Acts of the Con- 
gress of the United States were deliberately set aside by the 
people, the Legislature, and the courts of the State of Cali- 
fornia. Irredeemable Greenbacks could pay debts in New 
York and Illinois, but they could not pay debts in California. 
Californians refused Greenbacks and demanded gold—and 
got it. The State Government of California refused to 
receive Greenbacks in payment of taxes and demanded gold 
—and got it. In October of 1862 the Board of Supervisors 
of San Francisco voted to pay the interest on city and county 
bonds in gold coin. California adhered to the gold standard 
while the rest of the country was on a paper money basis, 
and Greenbacks did not become current in California until 
after specie payments were resumed in January, 1879. 

Democracy and individual liberty are terms intimately 
associated in the thought of the American people. It is, of 
course, possible to have a democracy which leaves little room 
for individual freedom. The majority can be very tyran- 
nical and, at times, has been. But our democracy has its 
historic roots deep in English political tradition and legal 
tradition. The political philosopher whose thought domi- 
nated the very language of the framers of the Constitution 
was, not Rousseau, but rather John Locke, the great English 
thinker whose writings were concerned with the justification 
of the English revolution of 1689 which overthrew the last 
of the Stuarts and definitely established the supremacy of 
the Parliament over a limited monarch, bound by a Bill of 
Rights. 

Locke’s philosophy of the state finds no room for absolute 
sovereignty anywhere. Locke does not find “the state of 
nature” in the absence of government so intolerable that 
men will surrender all of their liberties to get out of it. 
Locke finds the chief necessity for government in settling 
disputes among men when they get into one another’s way 
or when they jeopardize one another’s life, liberty, or prop- 
erty. And the most serious need for settling these disputes 
appears to come in his thought where property relations are 
involved. Parenthetically, I may say that those who have 
interpreted the frequent references to property by the 
framers of the Constitution, as meaning that it was the 
propertied class that made the Constitution and that it was 
an economic interest which controlled what they did, have 
given a very superficial interpretation indeed. There was 
no other language which they could have used, taking into 
account the kind of education they had and the kind of 
tradition they had and the philosophy of government in 
which they were brought up. They talked the language that 
they knew. 


BrREAKWATERS AGAINST Mos-MInpD 


Government, as they saw it, was necessary. And the gov- 
ernment must be adequately strong. But the caprice of the 
governor must be under restraint, private liberty must be 
protected, and local liberty must be protected. They made 
a government of checks and balances—a government in 
which most of the problems would be settled by the States. 
Certain general problems were to be handled by the Federal 
Government. And in this Federal Government no one will 
was to be supreme. The Legislature and the Executive and 
the Judiciary were coordinate bodies, each with power to 
impose checks upon the others. The framers of our Consti- 
tution distrusted unrestrained power in the hands of any 
man or of any group of men. They distrusted meb-mind. 
They knew their: political history. They knew the history 
of the ancient democracies. They knew that the people act- 
ing in a moment of mob excitement could do violent things. 
They devised a great many breakwaters and impediments to 
the cation of mob-mind. One of the purposes of having two 
Houses in the Legislature was “to let hot legislation grow 
cold.” And one of the definitely understood and anticipated 
functions of the independent courts was to review legislation 
in the light of the Constitution to make sure that the Legis- 
lature had not exceeded its constitutional powers. 


CHECKS AND BALANCES NEVER More NEEDED 
THAN Topay 


I may say that today this danger of mob-mind, of psycho- 
logical contagion dominated by emotion in the course of 
which hasty and unreasonable action may be taken, is far 
greater than it was at the time the Constitution was framed. 
In those days communication was much slower. An hys- 
terical impulse originating in New England passing down 
the coast to Virginia would have calmed down in New 
England by the time it reached Virginia. ‘The whole coun- 
try was less likely to be simultaneously excited then than 
now by an unreasonable project which could not bear calm 
and dispassionate analysis. But today with telegraph and, 
above all with radio, the whole country can be simultane- 
ously excited and the whole country can bring to bear simul- 
taneously upon Washington pressures of a sort that can lead 
to action which we can easily regret a little later. We never 
had greater need than we have today for breakwaters against 
mob-mind. Among these breakwaters I would first of all 
put the importance of our system of forty-eight States, the 
importance of having most matters handled in Sacramento 
or in Albany rather than in Washington. The legislatures 
of the several States will not be in session at once. They 
will be closer by far to the actual problems to be dealt with 
than the Congress can be. The restraining influence of local 
knowledge and local consideration of local consequences will 
have a better chance to work. We need the States, and we 
need the independence of the Senate and the independence of 
the lower House of Congress at Washington, and we need 
an independent judiciary as we hav: «ever needed them be- 
fore. We need the breakwaters against mob-mind. 

This Anglo-Saxon political tradition of ours is full of 
ingenious devices compelling deliberation and cooling off. 
Witness our system of parliamentary law with the require- 
ment of a first and second and third reading of a bill be- 
fore is can be finally voted on, in each House, with its pro- 
visions for the appropriate time for amendment and a time 
when no more amendments may be offered. Witness the 
organization of our Legislatures under which bills are re- 
ferred to committees before they come into the Chamber for 
amendment and discussion—all are devices of compelling 
study and thought and preventing hasty and impatient action. 
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And our rules of judicial procedure, irritating and vexing 
and antiquated though many of them are, have none the less 
the profoundest significance in their tendency to prevent 
the stampeding of juries, by compelling the jury to study the 
difference between direct testimony and circumstantial evi- 
dence, by the elimination of hearsay evidence, and by the 
elimination of irrelevant testimony. 

All these things which grew out of the long struggle be- 
tween the English people and their King, designed to re- 
strain the arbitrary, capricious, and tyrannous action of the 
King, our country has saved as a body of restraints upon 
its temporary rulers, lest an ambitious ruler leading a tem- 
porary popular hysteria should himself become tyrannous 
and destroy the liberties of the people. The framers of the 
Constitution knew the political history of Greece and Rome 
as well as that of England. They were not afraid only of 
kings. They were equally afraid of dictators or usurpers 
or tyrants. And they knew how easy it is for the leader of 
a mob to make himself a tyrant, and then to take away the 
liberty of the mob itself. These restraints do not prevent 
and were not designed to prevent the sober, reasoned con- 
victions of the people from prevailing in the long run. 
But they were designed to compel sobriety and reason in 
public action, and they were very emphatically designed to 
leave to the individual and to the minority a large body of 
liberties, including very especially the liberty to protest and 
to argue, which the majority could not take away. 

Now what qualifications has a democracy such as I have 
described for guiding and directing and controlling and 
running the economic life of a vast country such as ours? 
How can men sitting at Washington with agents out over 
the country, subject to direction from Washington, guide 
and control and regulate and run the economic activities of 
one hundred and thirty million people? The answer is that 
they can’t; that they are not qualified ; and that to the extent 
that they undertake to go into the details of the economic 
transactions of the country and the economic activities of 
the country, they can make turmoil, they can make confusion, 
they can slow things down, they can stop things, but they 
can’t coordinate them and make them function well. 


GOVERNMENT AS TRAFFIC POoLIcEe versus GOVERNMENT 
AS Back-SEAT DRIvER 


How could the Government at Washington run the 
twenty-six million automobiles of the country? It can’t, 
nor can even the local policemen do it. But the local police- 
men can do a pretty good job in enforcing traffic regulations. 
Each automobile is run by the driver in it who knows where 
he wants to go. In general that driver is intelligent enough 
and well-meaning enough to avoid collisions with other 
drivers; and usually he is courteous enough to give the driver 
approaching from the opposite direction room enough on the 
road. Usually he is careful in making a left turn at an in- 
tersection not only to avoid a collision but also to choose 
a time when he won’t unduly delay on-coming traffic. But 
without the highway police regulating traffic, enforcing 
trafic rules, we should have a great many more collisions 
than we have. 

Traffic regulation is very important; but this is very far 
frorn having the Government put into each automobile a 
back-seat driver who would tell the driver where he was to 
go, who would tell the driver the rate of speed he was to 
employ, who would tell the driver when to make the left 
turn, and who would, incidentally, charge the driver a 
high price for his services. Democratic Government such as 
ours is perfectly qualified to make the needed traffic rules 
for economic life. It is totally unqualified to control and 
guide and regulate the details of economic life. 


The central problem in economic life when you get be- 
yond production that meets bare necessities and when you 
get independent producers each specializing in his own 
production, producing primarily so that other men may 
consume what he is producing and expecting to get what he 
consumes from other men, the central problem in the regu- 
lation of such an economic life is its proper coordination. We 
want goods produced in the right proportions. We want 
the energies and resources of the community put in the most 
important uses. We don’t want a great superfluity of hats 
produced when there is need for more shoes. We don’t 
want an excess of wheat produced when there is a shortage 
of machine tools. 


AvutTocraTic CENTRAL ContTROL versus CONTROL BY 
VoTING, PALAVER AND COMPROMISE 


I once heard an advocate of governmental economic plan- 
ning lay down the proposition that an army properly equipped 
could go around the world living on what it itself produced, 
the General and the planning board of army engineers 
directing the different parts of the army to produce in definite 
given amounts this and that and the other thing that the 
army needed, the army being converted into an economic 
producing mechanism with its resources and energies and 
equipment skillfully directed to the utilization of the raw 
materials and other physical resources of the region through 
which is was passing. I don’t know how far the army could 
get this way, but in principle, I should be disposed to accept 
the proposition that as long as it moved only in regions of 
fairly diversified physical resources it could support itself 
and the soldiers could all keep busy. But the army is not a 
democracy. A democracy could not do that. 

A democracy undertaking to guide and control and direct 
and apportion the economic activities of its members would 
have to settle these questions by voting and palaver and 
compromise. If there were an excess of voters in one line 
of industry and it was desirable to shift them to other oc- 
cupations, these voters might not wish to be shifted ; and they 
might be politically powerful enough to prevent a contraction 
of their activities. The different groups would, moreover, 
all be certain that they were as consumers getting unfair 
shares of what the community was producing. There would 
be constant disputes among them and constant bargains 
among different groups, each trying to exploit the others. 
The General of an army, if there were enough wisdom in 
the army planning board, could settle these questions in such 
a way that the most essential things were produced and 
that every soldier had something to eat and wear. The 
abbot in a monastery can settle questions like this. But it is 
impossible to visualize a democracy in which the needed 
economic balance would coincide with the political balance of 
forces, and in which anything but economic chaos could come 
out of the conflict of interests among the different productive 
forces. 

One thing almost certain is that a democracy, seeking 
directly to regulate production and consumption, would in 
its political compromises make heavy inroads on the ac- 
cumulated stocks, the capital of the group, and would con- 
sume more than it produced, with a deterioration of its 
productive resources and its standard of life. 


Democracy Gets EFFICIENT CONTROL AND CoorDINA- 
TION OF Economic ACTIVITIES BY MEANS OF 
Free Prices In OpEN MARKETS 


Democracy and efficient economic life are compatible only 
if there is some impersonal and automatic machinery for 
guiding and controlling the community’s productive activ- 
ities—some machinery which makes it to the interests of the 
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individuals in the system to do the things that bring about 
an economic equilibrium. 

We have used a radically different method of directing 
and coordinating our economic activities during the hundred 
and fifty years of our existence as an independent country. 
We have not had a government deciding whether shoes or 
hats should be produced and in what amounts, directing so 
many laborers to go into this kind of work and so many into 
that kind of work. We have rather relied upon the self- 
interest of our people to seek and find out for themselves the 
best employment for their labor, the best employment for 
their land, and the best employment for their capital. We 
have relied upon the markets. We. have relied upon the 
prices of goods and services measured in dollars to guide 
and to control our industrial activity. 

We have not made these decisions by votes at the ballot 
box, but we have made them by votes at the market place. 
The ballots have been dollars. When goods are produced 
in the wrong proportions—too much of one thing and too 
little of another thing—prices and profits very quickly tell 
the story. Falling prices for one commodity with rising 
prices for another, make it worth while for men to shift 
from those activities where prices are falling to those where 
prices are rising. With declining demand for buggies and 
rising demand for automobiles, free enterprise and the free 
and voluntary movement of labor makes the needed response. 
Production of automobiles is expanded; production of bug- 
gies is contracted. 

And in an economic life of this kind the control and the 
guidance of particular enterprises and of particular parts of 
economic life comes readily and naturally into the hands of 
those men who are most skilled and most efficient in gauging 
the trends of demand and supply, in coordinating labor and 
resources in such a way as to produce the maximum of goods 
with the minimum of costs, in using those methods which 
reduce costs, in producing the proper amount of goods and 
getting them with a minimum of friction to the right places 
and into the right hands. 

We need no central brain, no central planning board, no 
authoritative commands from above to make this system 
work. And in this fact is its greatest merit. Individuals, 
seeking their own advantage and studying the particular 
factors that affect their own particular activities, work out 
the social codrdination guided by moving prices in open 
markets. 

There is no doubt in my mind that in time of peace, at all 
events, a system of free enterprise and free labor, guided by 
changing prices and changing wages in the distribution of its 
activities, produces a far better result than any possible 
government planning board could accomplish. The wisdom 
does not exist to anticipate the wants and desires of a great 
people in the aggregate and to direct their activities for the 
satisfaction of these wants and desires. The ablest economist 
could not possibly do it, nor could a board made up of the 
ablest economists and statisticians possibly do it. 


WarTIME CONTROLS 


In time of war, when the wishes and desires of the 
civilian population can be subordinated to clearly defined war 
objectives, it is possible to do a great deal in conscious public 
planning; and it is possible, relying upon the extraordinary 
motives which war brings into play, to make a free people 
forego in part the satisfaction of their economic wants, the 
making of profits, and even the maximum possible wages in 
the interest of the public good. We did a good deal of this 
in the last war. But in peacetime the system under which 
men do what it is advantageous for them to do rather than 


what some government planning board tells them to do 
is by far the most efficient method. 


Vore-GETTER versus DoLLAR-GETTER 


But let it be observed that in a democracy the choice is 
not between the management of business enterprise by the 
men who have proved themselves most efficient in business 
on the one hand, and a wise and competent planning board 
made up of distinterested scientific men on the other hand. 
The choice is rather, as Professor Thomas Nixon Carver has 
aptly put it, between the vote-getter and the dollar-getter. 
Now both the vote-getter and the dollar-getter are pretty 
tough babies sometimes; and as we look at the more en- 
lightened vote-getter and at some of the tougher dollar- 
getters, we may have our moments of doubt, the more as 
the vote-getter is very articulate and very skilled in making 
a plausible case. 


Do.iar-GeTTeER KNows How To Keep Booxs 


But there is one tremendous advantage from the standpoint 
of the public good which the dollar-getter has over the 
vote-getter and that is that the dollar-getter knows how to 
keep books, knows how to calculate profit and loss, knows 
how to figure which methods are cheaper and which are 
more productive; and the dollar-getter must do this with a 
great deal of accuracy and precision if he is going to get 
dollars and if he is going to keep dollars. And consequently, 
when it is a matter of conserving and of increasing the pro- 
ductive resource of the country—and bear in mind that the 
resources of the country are little more than the aggregate of 
the sum of the resources of the individual productive units 
in the country—we have a much better chance of conserving 
and increasing our resources when they are handled under 
the kind of bookkeeping that the dollar-getter employs. 

We have a dream of a Federal budget in which there 
should be an exact and carefully made balancing of revenues 
and expenditures and a surplus to reduce public debt and in 
which expenditures should be kept within reasonable relation 
to the production of the country, in which there should be 
careful consideration of what we want to do in relation to 
what we can afford to pay. This dream has not yet been 
realized, though it ought not to be an unrealizable dream. 
But if we did not have, going far beyond this, a continuous 
careful and detailed and realistic appraisal of all the assets 
and liabilities and of all the income and outgo of the multi- 
tudinous private productive activities by the men most vitally 
concerned and most closely interested in the success of these 
private activities, we would have economic chaos very 
speedily. The dollar-getter knows how to keep books, and 
is speedily eliminated from the picture by the bankruptcy 
courts or by his board of directors if he doesn’t do it well. 
The vote-getter in general faces no such difficulty and at 
times seems to thrive by substituting rhetoric for bookkeep- 
ing. The difference is important. 


Vore-GETTER IN GREAT Country Has 
INADAQUATE FINANCIAL RESTRAINTS 


But the vote-getter placed in a position of great power 
and with a great economic life at his disposal has very few 
checks in economic necessity upon him for a long time. If 
he wishes to play recklessly with the resources of a great 
country, he has an immense taxing power and an immense 
borrowing power; and it takes a good while to use them 
up. And he has the further resource of abusing the currency 
and the banking system of the country, creating new money 
when he can’t get enough for his purposes by taxing and 
by borrowing from the people. In the United States we have 
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been building an immense patrimony through public and 
private policies designed to accumulate capital and to build 
productive power. Our Federal Government down to 1930 
did very little borrowing except for war; and when wars 
were over, it proceeded as rapidly as it could to pay off 
the war debts. Our public improvements were paid for out 
of current taxes as a general proposition. One notable ex- 
ception was the Panama Canal where we planned to bor- 
row something over three hundred million dollars, but where 
we actually borrowed only one hundred and thirty-five mil- 
ijions because we had surpluses of revenue over other expen- 
diture which we could use instead of borrowing. Our 
river improvements, our harbor improvements, our post 
roads, eur public buildings, our army posts, our navy—we 
paid for out of current taxes. The radical reversal of public 
policy im recent years has not yet exhausted the great patri- 
mony; and the check upon excessive expenditure which 
private enterprises so speedily realizes is not yet effective. 

But the dollar-getter, managing an enterprise, has no such 
leeway. If he borrows, he must explain to his creditors what 
he means to do with the money; and he must protect his 
credit by using the money well. His justification or his con- 
demnation is not going to rest upon eloquent speeches made 
to his stockholders or his board of directors. The verdict 
will be found in the balance sheet at the end of the year and 
in the profit and loss account. The dollar-getter is held in 
check by the Government above him, by the laws of the 
land—the trafic laws and the highway police of industry and 
markets. He has his competitors to keep in mind. He has 
his stockholders to satisfy. He has his executive staff which 
must be kept loyal and satisfied. And he must satisfy his 
working men in wages and conditions of work, or the best of 
them will speedily be drawn away by his competitors. He 
is held in check above all by the consumer of his products 
whom he must satisfy both as to price and as to quality. 
He is held in check by the purveyor of the raw materials that 
he uses. And these checks come every day and all the time, 
not once every two and four years at election time when 
he might be able by bringing up some new issue to divert 
attention from past mistakes. 


Monopo.y INDEFENSIBLE 


Please note that I emphasize very especially the checks 
that come upon him from his competitors holding him to 
efficiency. An economic order shot through by monopolistic 
combinations, by market manipulation, by price-fixing agree- 
ments, and by the kind of inflexibilities which the elimination 
of competition creates, is very ineffective as compared with 
a competitive order. The instinct of our Anglo-Saxon de- 
mocracy with its common law prohibition against combina- 
tions in restraint of trade, and its Sherman Law, is an 
absolutely sound instinct. Monopoly is indefensible in the 
general field of business enterprise. Where monopoly must 
exist, as in certain public utilities and railroads, then gov- 
ernmental regulation of rates and services becomes necessary. 
But with this governmental regulation come a host of prob- 
lems which we have not yet properly solved and which I 
hope we shall never have to solve for the great body of our 
industry. It is a competitive private enterprise that I am 
defending. Great monopolies can not carry mistakes as far 
as great governments can. But great monopolies can make 
far more mistakes and can be far more wasteful of the re- 
sources of the country than competitive businesses dare be. 
The competitive business must in general pull up before its 
mistakes are carried too far. The forces of the markets and 
the profit and loss account act quickly on competitive enter- 
prise. 


Our GoveRNMENT Can Not Move WitH 
PROMPTNESS IN ECONOMIC CONTROL 


It is essential in economic life that decisions be made 
quickly, that readjustments of policy be made frequently, 
and that decisions made be rapidly carried out. A satis- 
factory contract can be made today which it may not be 
possible to make three days later. A market opportunity 
occurs today which may be gone tomorrow. It is, on the 
other hand, of the essence of a democracy like ours with a 
division of powers between States and Federal Government 
and within the States division of powers among counties and 
municipalities, with the tripartite system of independent 
Executive, Judiciary, and Legislature and with the general 
system of checks and balances, that decisions are made with 
deliberation and frequently decisions by one division or 
department of Government will be made on the basis of 
fundamental policies different from those obtaining in the 
decisions made by other departments of Government. Our 
democratic governmental system is not adapted to the sys- 
tematic, orderly and prompt handling of economic details. 

As our Government is constituted, it is virtually impossible 
for it to see economic life as a whole. In our Congress ap- 
propriations and expenditures are not even visualized to- 
gether. Different committees deal with them. Separate legis- 
lation is passed dealing with revenue and dealing with ex- 
penditures. The connection between tariffs and monetary 
policy is close in economic fact. If goods can move freely 
in international trade, there is much less pressure on gold 
than when trade barriers are high and large international 
payments must be made in gold if they are to be made at all. 
And yet to bring this obvious economic principle to the at- 
tention of the Congress in a practical way is very difficult. 
If you present it to the Committee on Banking and Cur- 
rency in the Senate, you will find a recognition of the truth 
of it but a feeling that nothing can be done about it. The 
tariff is a problem of the Senate Finance Committee and not 
of the Committee on Banking and Currency. We at one 
time thought that we had control of the money market 
centered in the hands of the Federal Reserve System. But 
as an apparently undesigned by-product of the currency 
legislation of 1933 and 1934 we find the Treasury with 
immense money market powers and with the ability to 
neutralize and offset the policies of the Federal Reserve 
System. And we find at the present moment apparently a 
very definite divergence of policy between the ‘Treasury 
and Federal Reserve authorities. 

In the nature of our democratic system it is essential that 
we maintain the market as the primary instrumentality of 
coordination and control, with its automatic functioning 
which needs no central brain. We must not try to create 
a system which requires a central brain and an unimpeded 
power of decision and execution when our democracy does 
not possess them. 


DicraTorsHip Has Osvious ADVANTAGES IF 
REGIMENTATION OF INDUstTRY Is DEsIRED 


Dictatorship can do a good many things that democracy 
can not do in dealing with economic life. When private 
rights protected by the courts have disappeared, when the 
separate States have disappeared—Hitler recently destroyed 
the States in Germany—when there are no longer any vote- 
getters, when all the dollar-getters can be harnessed as ser- 
vants of the dictator, when labor unions are destroyed, when 
docile labor will work for wages set by the dictatorial power 
in whatever industry it is assigned to, when farmers will 
accept the prices dictated and submit to constant checking of 
their production and even their personal consumption of 
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foods—many of the economic problems which a democratic 
government such as ours can not solve, can be solved. I don’t 
think they have been solved well in Germany. I think the 
German economic order, viewed as a peacetime means of im- 
proving the conditions of the people, is a ghastly failure. 
But when war objectives dominate the picture and when 
the purpose is to concentrate all the energies of a people 
upon the winning of a war and to suck out of a country all 
of its resources for concentrated effort at the battlefront, I 
recognize that the Hitler system has its merits. 

The Hitler system has gone far in exhausting the Germany 
behind the battlefront when the war began; but it had placed 
an immensely powerful military force at the battlefront. 
Shortages of many kinds were acutely in evidence in Ger- 
many early in 1940. The startling successes of the vast 
military machine in 1940 have enabled Hitler to supplement 
his resources by an immense loot from the conquered coun- 
tries—a loot of accumulated supplies and materials though 
not, I think, a considerable addition of net surplus in current 
production over civilian consumption. The German plan 
of regimenting and controlling the production and con- 
sumption of the people seems not to be working in France 
or Poland as effectively as it works in Germany. 


Hitter’s MetHop UNSUCCESSFUL IN ITALY AND RUSSIA 


The Hitler system has its merits in Germany. It hasn’t 
been successful elsewhere. It has failed in Mussolini’s hands 
to make an efficient fighting State. It appears to have failed 
in Stalin’s hands to make anything like the efficient military 
machine that Russia’s great resources in man-power and in 
others forms ought to be able to support. 


GERMAN Po.uiTicAL PHILOSOPHY—HEGEL versus LOCKE 


In Germany as a temporary thing designed primarily for 
war, it has its merits. In Germany we have the extra- 
ordinary combination of a highly intelligent people who are 
also a very docile people. In Germany we have a political 
philosophy which generations of Germans have been in- 
doctrinated with which subordinates the individual to the 
State and which glorifies war. Prussian people, long before 
the German Empire, had been used to a Government which 
told them what to do in their economic life and to a political 
philosophy which glorified the State. It is interesting to note 
that as political philosopher, Frederick the Great himself 
introduced a liberal note, influenced by Voltaire and other 
liberal writers of the time. But in the writings of Fichte, 
to whom I shall later refer, and above all of Hegel, we 
have a kind of political philosophy so alien to the thinking 
of John Locke and the framers of the United States Con- 
stitution and the general democratic tradition in England 
and the United States that it is not easy for us to feel the 
kind of thing that the typical German is almost born with. 
The German people today is almost an army, guided by a 
general and an engineering planning board, docilely obeying 
orders and obeying them with something of the spirit of an 
army. But I repeat that Italy can’t do it and that Russia 
can’t do it. And I assert that we in the United States will 
not submit to it. 


THE EFFICIENT DEMocRATIC GOVERNMENTAL 
Economic Po.icy 


But our democratic government can do a great many 
things in the guidance of our economic life if it will operate 
with due respect for economic law and if it will content 
itself with general measures designed to influence the course 
of markets instead of specific measures designed to neutral- 
ize or directly to control market action. Let me give an il- 


lustration of two divergent lines of procedure with respect to 
a problem about which everybody is talking today, namely: 
the possibility of a drastic “inflationary” rise in commodity 
prices and what ought to be done to prevent it. 

For many years we have been laying the foundation, on 
the side of monetary policy and policy in public finance, for 
an exaggerated price rise. We have deliberately debased the 
dollar forty-one per cent in gold content. We have made a 
great excess of bank reserves, partly by the purchase of 
government securities by the Federal Reserve Banks, partly 
by injecting a large volume of silver certificates into circula- 
tion, partly by changing the law so that every ounce of gold 
coming into the country will make thirty-five dollars instead 
of $20.67, and partly, not as a matter of policy, because 
vast sums of gold have con.e here from frightened Europe. 
We have had an unbalanced budget for many years and are 
now greatly increasing the flow of borrowed funds through 
the Federal Government’s hands. 

The price rise has not yet come. But the potentialities of 
a dangerous price rise are there so soon as it becomes difficult 
to increase the production of goods in response to market 
demands. Now in important places we have reached full 
production, and prices are showing some tendency to rise. 
What can we do about it? 

Well, the thing that is being done so far is for certain 
Government officials to talk prices down and to threaten 
governmental action if prices are put up; and with this, in 
certain cases, there is the realistic further action of rationing 
out supplies which is an imperative part of this policy if it 
is to succeed. We did that in the last war in the case of 
certain commodities which were acutely scarce; and we did 
it with a good deal of success, though the thing was limited 
to essential commodities and to desperately short com- 
modities. We did not try price-fixing all along the line. 
We had a war on when we did it, and we could rely upon 
unusual wartime motives and wartime public opinion to im- 
pose a good many temporary restraints. 

Now an alternative line of governmental policy which I 
think most economists would prefer at this stage of the situ- 
ation certainly would be along lines proposed by the Board 
of Governors of the Federal Reserve System and the Fed- 
eral Advisory Council and the twelve Presidents of the 
Federal Reserve Banks, namely: that measur ; be taken to 
reduce the volume of excess reserves and to reduce the now 
virtually unlimited potentialities of bank expansion which 
would help to finance a boom in commodities if it came. I 
put in a reservation here that I think that the proposals of 
the Federal Reserve authorities go too far in the matter of 
raising reserve requirements for member banks. They con- 
template a possible maximum reserve requirement of fifty- 
two per cent, which I am sure is altogether too high. I should 
be very much afraid of a maximum as high even as forty 
per cent from the standpoint of the flexibility of the banking 
system in anything like an emergency. 

Coupled with this proposal must go other things. This 
proposal alone would not be effective. It is necessary that 
the Government should greatly increase taxes on small and 
moderate incomes—large incomes are already taxed beyond 
the point of maximum net return. Here is a definite measure 
designed to reduce the incomes of the people and to weaken 
their power in competing with the Government for goods 
and for labor which the Government needs for war pur- 
poses. And coupled with this should go a policy of offering 
Government bonds, not to banks at two per cent which means 
further bank expansion, but to investors at a rate which will 
really attract investors’ money so as to take up funds which 
investors have and to take up current savings of investors as 
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a means of preventing their competition with the Govern- 
ment for needed labor and supplies. 

And then surely and obviously as part of this functional 
approach to the problem, we ought to do what we can to 
increase the production of goods. And here obviously the 
restraints of the forty-hour week ought to be removed to 
defer the time when shortages of goods are going to lead 
to sharp price rises and to reduce the number of bottlenecks 
where production is so short that either a violent price rise 
or price-fixing with rationing is necessary. 

Here we have the issue fairly clear, 1 think, between a 
functional approach to the regulation of economic activity by 
the Government and a direct approach. On the one hand, 
a comparatively few general changes in policy could be readily 
inaugurated and made quickly effective. There might still 
remain the necessity at a later stage for the regulation of 
some thirty or forty different prices of strategic commodities. 
On the other hand, leaving the forces which make for high 
prices uninterfered with and striking directly at the prices 
themselves, we may need to regulate a thousand prices with 
the policing of farmers and small retailers and wholesalers 
and small businesses. The great concentrated industries are 
not too hard to police. But to go into the details of the busi- 
ness life of every town and small-sized city in the United 
States, and to go up and down Amsterdam Avenue in New 
York City watching the little merchants—well, the Germans 
are doing things like this today. The Gestapo is much feared 
and very effective. But I shouldn’t want the job in the 
United States. 

I must add to my series of functional changes in policy 
one other radical but obvious suggestion. If the Govern- 
ment does not wish its spending ‘for war purposes to be 
competed with by non-essential spending, if it wishes to hold 
down the total spending so that labor and resources may be 
concentrated on the things most needed for war, then surely 
it must radically curtail its own peacetime expenditures. It 
is nothing less than shocking to have the Administration pro- 
pose at times like this a further increase in social security 
expenditures and the revival of the St. Lawrence waterway 
project, which mean increased expenditure of borrowed funds 
and increased competition with labor and supplies needed 
for war. One may—perhaps—leave to the naval authorities 
the question of the wisdom of building great battleships 
today when there seems to be more urgent need of destroyers 
and merchant ships and when the ship-building facilities 
are already over-taxed. But we need not defer to any judg- 
ment in calling for a drastic retrenchment instead of an 
expansion in the ordinary peacetime expenditures of our 
Government and in condemning the St. Lawrence waterway 
project at the present time. 

We can meet the danger of a threatened rise in commodity 
prices by general policies: curtailment of non-essential Gov- 
ernment expenditures, increased taxation of the incomes of 
the people, borrowing from the people instead of borrowing 
from the banks, raising the reserve requirements of the banks, 
relaxing the forty-hour week law. And I think by measures 
like this we can do a great deal toward solving the problem. 
But I should have very little confidence in our ability to go 
far or to last long in direct regulation of prices over the 
whole economic front, omitting these general functional 
policies. 

I do not offer this as a comprehensive discussion of the 
problem of commodity prices. I offer it merely as an illus- 
tration of two opposing theories as to how Government may 
act as it deals with economic life. The one method leaves 
the people still free to pursue their profits and avoid their 
losses, to get the best wages they can, to undertake the 


activities they wish to perform, within a framework which 
operates to divert their energies toward the thing that the 
Government wants done. The other method tells them 
directly and in detail what to do, with grave uncertainty as 
to the compliance of the many millions throughout the ham- 
lets and the streets of the country. 


FICHTE AND GOVERNMENTAL Economic PLANNING— 
“AUTARCHIE” AN Otp GERMAN IDEAL 


Not all of the economic planners are idealists. Some of 
them are men greedy for power who don’t care much how 
they get it. But the ideal is economic planning designed for 
the good of the country, planning which will seek justice as 
among the different elements in society and which will get a 
good balance. One of the original economic planners, and 
certainly an idealist, was the German philosopher, Fichte, 
follower of Kant and a precursor of Hegel, who in a book, 
The Closed Commercial State, maintains the following 
propositions : 

“The state must adjust in proper proportions the three 
chief classes of producers—(1) farmers, miners and the like, 
(2) artisans and (3) merchants, limiting each to a fixed 
number of individuals; must insure to each individual a pro- 
portionate share of all the raw and manufactured products 
of the country; must for this purpose fix and maintain the 
relative value and money price of all these commodities; and 
finally, as absolutely indispensable to the foregoing ends, 
must render impossible direct trade between citizens and the 
foreign world. So far as commerce with other peoples may 
be deemed desirable, it must be carried on by the state 
itself.” 

The autarchie of the Nazi is thus an old German ideal. 
And the emphasis upon the proposition that if you are go- 
ing to have governmental economic planning in a country, 
you must cut it off from anything like free contact with 
the outside world underlies almost all governmental eco- 
nomic planning. Our N.R.A., for example, contained pro- 
visions calling for higher tariffs to protect the high prices 
and costs it was going to involve. And our .4.A.A. legisla- 
tion in 1933 did also. The economic planner does not want 
to be bothered by outside markets. 

As against this view, I shall maintain that democracy will 
handle its problems of economic life far more easily if it 
has liberal foreign trade policies, as it thereby avoids the 
great difficulty of balancing all the different productive ele- 
ments in the country against one another. When you use the 
whole world, you have more elbowroom; and it is far 
easier to get a good economic balance. 


IMPORTANCE OF THE STATES 


In a democracy as big as ours—a great Federal empire 
spread three thousand miles from ocean to ocean, with de- 
pendencies and outlying territories of an important sort— 
the effort of a central Government at Washington to regu- 
late in intimate detail the problems which we have hereto- 
fore left largely to the States can not, I think, succeed. I 
am convinced of the fundamental truth laid down by the 
great sociologist, Giddings, in his Democracy and Empire, 
that the only way in which we can reconcile democracy with 
a vast expanse of territory rests on what he calls “the one 
inviolable condition that, as it lengthens the reach of gov- 
ernment, it must curtail the functions of government.” 


THE SWEDISH DEMOCRACY AND Economic LIFE 


I want to illustrate some of my propositions by contrast- 
ing the democracy of the United States with the democracy 
of Sweden in dealing with the problems of the relation of 
government to economic life. 
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Sweden has often been pointed to by economic planners as 
an illustration of what can be done. First, let me say that 
what Sweden has done in economic planning has been 
modest, carefully considered, carried out step by step, has 
not involved revolutionary change, and has not involved 
governmental dictation to industry as to what it shall do. 
It has been on the whole of a functional type. Second, the 
claims that Sweden deliberately undertook to regulate prices 
by monetary measures are not true. Sweden abandoned the 
gold standard reluctantly after failing to get a loan in New 
York to hold it; and the subsequent developments in Swedish 
commodity prices were not price stabilization but were rather 
a decline in domestic prices and a rise in the prices of im- 
ported goods, which happened to neutralize one another in 
price indexes. Third, Sweden has over-balanced rather than 
unbalanced her budget. Finally, Sweden has been far too 
wise to adopt the policy of isolating herself from foreign 
markets. She has kept a low tariff policy, and her own in- 
ternal moves have been subject to the discipline of the great 
markets outside, and her internal monetary policy has been 
subject to the exigencies of outside money markets. She has 
never had the illusion of unlimited financial strength. She 
has known always that she has had to keep her financial 
house in order, that she has had to keep her central bank in 
order, and that she has had to put prices on her commodities 
that the outside world would pay. She has kept herself 
flexible, and she has kept her markets open. But she has 
been able to accomplish a good many things—wholesome 
things—in the matter of social security and in the matter 
of improving the living conditions of the masses of the 
people, all within the limits of what her producers could pay 
taxes for, that command a great deal of respect. 

Now let me observe first that Sweden is a country with an 
area about that of California and with a population about the 
size of California. We could do a great many things in 
California if we had here the power that the Swedish Gov- 
ernment has. But, second, Sweden has the advantage from 
the standpoint of efficient democratic government over this 
great country of ours of a highly homogenous population. 

We had to our shame a religious issue in our Presidential 
campaign of 1928; and we very frequently have religious 
issues in local elections—issues irrelevant from the stand- 
point of our fundamental economic interests, and preventing 
the consideration of economic issues. Sweden has no such 
problem. Ninety-nine per cent of her population belongs to 
the Swedish Lutheran Church. Other faiths are generously 
tolerated and are entirely free; but they are represented by 
a microscopic part of the population, and no political issues 
arise because of them. The people are virtually all of one 
race, the only exceptions being some thirty thousand Lapps 
and seventy-two hundred Finns—out of a population of the 
approximate size of that of California. Moreover, the 
Swedish people have lived together for a long time. There 
has been no important recent immigration, and there has 
been nothing like as much movement of population from 
place to place within the country as we are used to. They 
know one another well, and they tolerate one another. 

Many of the political issues which divide a country as 
diverse as ours with as many different national elements in 
it as ours, which, generating heat rather than light, put our 
political controversies sometimes on a low plane, are absent 
in Sweden. 

But, third, the small size of the country means that the 
Legislature in Stockholm and the Prime Minister and the 
King really know that country with intimacy and detail. 
They do not know merely the figures for its industries, but 
they know the personalities in the industries. This intimate 
acquaintance of all the elements involved is made greater by 


Peis pecans «Tay 


the fact that in Stockholm one finds not only the political 
capital but also the financial capital and the industrial capital. 
Labor leaders, university professors, industrialists, Cabinet 
members, members of the Parliament, all know one another 
as friendly personalities, know how to size one another up, 
know how far they can depend upon one another for accurate 
statements and for judicious opinions. There are no need- 
less unfounded suspicions among them such as exist in our 
country between Washington and New York. 

England handles many of her economic problems better 
than we by virtue of the simple fact that political and finan- 
cial capital are together in the same city. 


EconoMIc PLANNING BY THE STATES 


In war and in preparation for war the Federal Govern- 
ment must take the lead in plans for redirecting the industry 
of the country toward definite war objectives. We all agree 
on that. But there is a body of active men in Washington 
who want to use the war emergency as a means of fastening 
long-time permanent Federal controls upon the industry of 
the country far in excess of those that now exist. They must 
be fought. The war policies should be temporary policies. 
The war controls and the ward boards should be temporary 
controls and temporary boards. And when peace comes, let 
us hope for two things: one, that it shall be such a peace 
as will make possible a restoration of trade in the world so 
that we may balance our economic life with foreign trade, 
restoring a good export market for our agricultural surpluses, 
and restoring productive activity throughout the world. And 
second, let us plan earnestly and decisively to reverse the 
rapid sweep of the intrusion of the Federal Government into 
the multitudinous details of American economic life. Let us 
restore to the States the function of dealing locally with the 
divergent local economic problems. 

There can be a great deal of intelligent economic planning 
by the States, held in check by the necessity of competing 
with the products of other States and held in check by the 
financial limitations upon the States. We shall move less rap- 
idly that way in economic and social reform; but our steps 
will be more carefully considered and far more appropriate 
to the needs of the country, and we shall avoid catastrophic 
mistakes which, once made, affect the whole country. 


THE INDEPENDENT Pustic MAN 


One of the appalling consequences of multiplying the eco- 
nomic functions of our Federal Government at Washington 
is the rapid multiplication of economic pressure groups de- 
manding of the Senator and the Congressman that he legis- 
late in behalf of a special group rather than in behalf of the 
country as a whole and threatening him with defeat in the 
next election if he doesn’t do so. “Economic planning” under 
these circumstances too frequently becomes organized plun- 
der, with the Federal Treasury the greatest victim and with 
a growing Federal deficit the almost inevitable result. 

One major reason why we ought to keep legislation regard- 
ing most industrial matters State legislation is that it is far 
easier to beat off raids on a State treasury than it seems 
to be to beat off raids on the Federal Treasury. And one rea- 
son for that is that the State legislator does not have his 
whole career and his living and his economic future bound up 
in holding his job, while the Congressman and Senator at 
Washington too often do. I do not mean to say that there are 
not courageous men both in the Senate and the House at 
Washington who will resist pressures of this sort and who 
will risk losing elections for the sake of the good of the 
country. There are magnificent men of this kind in both 
Houses. But the percentage that yields is dangerously high. 
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There is need for an aroused public opinion in this country 
which will assert the general interest as against the multi- 
tudinous special interests which, trading their influences, ac- 
complish purposes which none of them could accomplish 
separately and which none of them ought to accomplish. 

With the immense sweeping extension of the power of 
Government in economic life which the past decade has 
brought, the need for the best men of the country to take 
active part in public affairs and public discussion has in- 
creased to a point where there is the heaviest moral obliga- 
tion upon every man who is qualified to take an active part 
to do’so. 

I have a challenge to some twelve or fifteen of the young 
men in the University of California at Los Angeles. You 
want to take part in the public life of your State, and you 
want to be free to do it from the standpoint of the good of 
the State as a whole and not to be tied down by servitude 
to special interests to which you owe your election. How can 
you do it? 

One way is by limiting your political ambitions. The man 
who goes to the State Legislature for one session and then 
tries next term for the Senate and after a term in the 
Senate, wants to go to Congress and after a term in Con- 
gress, wants to be United States Senator, almost inevitably 
multiplies obligations to a multitude of people who have 
mortgages on him and who cripple his independence. He is 
like the margin speculator in the stock market who pyramids 
his purchases as the market rises, steadily increasing his debt 
as he does so. I have, on the other hand, seen a good many 
notable cases of men in several States who would stay in the 
State Legislature session after session representing their 
counties, refraining from seeking a larger office, who became 
very powerful men indeed in the State. Staying in the lower 
House or staying the Senate term after term, they gained the 
prestige of veterans. They knew the ropes. They attained 
senior positions on committees. They learned to know the 
State. Candidates for State offices living in other counties 
and other districts came to them to ask their support, in their 
counties. —They made no such requests of other men in other 
counties or in other Senatorial districts. Increasingly they 
had political assets rather than political liabilities. Their 
own counties were proud of them. Content with a legislative 
job and having most of their time free for their private 
undertakings, their living did not depend upon political suc- 
cess. They could afford to take the chance of losing an 
election for a point of principle. And they became powerful 
and respected and influential. They became skilled in legis- 
lative matters. Governors listened to them; United States 
Senators and Congressmen listened to them; and the public 
respected them. No public officer can serve his country well 
who dares not lose an election. 

The young man who can start from a county where his 
family has lived for a long time, where his family has borne 
a good name, should start out by saying to the county that 
he does not want to go to Sacramento merely to get special 
benefits for the county, but if the people of the county want 
him to go there to give his best attention to legislating for 
California, he wants the job. He may not always get the 
job. Some other man, skilled in appealing to special interests 
in that county, may defeat him. But if he gets the job, he is in 
a very strong position; and if he works faithfully and well 
legislating for California, the people of his county will in- 
creasingly take pride in him. And if he doesn’t get it the first 
time, it is not a tragedy to lose an election. He can still take 
part in public discussion in his county. He can still urge the 
general good against the special interest, and in a subsequent 
election he may easily win. But there is no safety for the 
country if the politicians all “play safe.” 
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on public questions of the day, and to promote a greater 
interest among students in those problems of government 
which they must understand to make their citizenship effec- 
tive, and to preserve democracy, the publishers of VITAL 
SPEECHES are inaugurating a contest in which they offer 
prizes for the best speech compositions submitted to them. 

The rules are simple: The composition must be limited to 
not more than three thousand words, must be on a subject 
covered in VITAL SPEECHES, must be type written on one 
side of sheets of paper 84x11 inches, must be submitted 
postage paid by July first, 1942 and the entrant must be a 
subscriber in his or her name for at least a four months 
trial subscription costing one dollar. (In order to overcome 
the latter provision the student may elect to secure one 
yearly subscription at three dollars from some one else and 
remit this $3.00 to the publishers, for which the student will 
obtain his own four months subscription free of charge.) 

There will be two divisions, one for high school students, 
and one for college students. The prizes in each division 
will be, first prize, $50.00, second prize, $25.00, third prize, 
$15.00, fourth prize, $10.00. 

Students should send for entry blank now so that the pub- 
lishers can list their names among the entrants and they 
will receive VITAL SPEECHES regularly so that they may 
prepare themselves for the contest. 

While the compositions will be mainly judged by their 
content rather than the manner of presentation, the latter 
factor is very important in achieving a clear exposition of 
one’s views on any subject. 

This contest should prove of great interest to aspiring 
public speakers, as well as to all interested in the future 
welfare of our country. The winners should be accorded 
substantial public acclaim throughout the United States for 
their ability and knowledge. The newspapers of the locality 
in which the winners reside, as well as all the large papers 
of the country, will be made acquainted with the results, and 
copies of the winning compositions will be sent to them. 
President Cutten of Colgate University wrote that “the great- 
est menace to the Republic is an uninformed electorate.” This 
contest is an effort to offset this condition to some extent. 

It is hoped that the teachers will cooperate in lending 
their support to this practical plan for securing a greater 
interest among students in important national questions. 

The publishers reserve the right to extend the term of the 


contest if in their judgment it is advisable and to make 
any changes found necessary in conducting the contest. 
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